


Si***. 


FINANCIAL 

TUESDAY MARCH 31 1998 \* 


IMES 



US economy 

Why Goldilocks 
continues to thrive 
Gerard Baker, Page 17 



Cargo fraud 
Shipping lines begin 
to challenge bogus claims 
Pace 12 




y 


Gerrtian politics 
Saxony-Anhalt trickier 
than it looks for Schroder 
Page 2 


Surveys: Turkish Energy 
Pages 27-29 
Singapore, Brussels 
Separate sections 


WO* N E W S BUSINESSNEWS 

Yeltsin rules out Swissair forges 

another term but new European air 

makes no move to alliance that could 
back Chernomyrdin generate $11 bn 

R^'a juecaaion struggle Swissair. Switzerland's flagship 

Intensified as Boris Yeltsin said he airline, has teamed up with Sabena. 
would not run for a third term as Austrian Airlines. TAP Air Portugal 

president, but he stopped short of Turkish Airlines and AOM of France, 

choosing former prime minister Victor to form a new European airline aili- 
Chemomyrdin to replace him. He ance that will carry almost 50m pas- 

aiso made dear that last week's sengers a year and generate rave- 

abrupt dismissal of the cabinet and nues of Si 1 bn page 22 
prime minister had been his idea and BUUJ 

not Mr Chernomyrdin's. Page 18 BMW will announce plans to reshape 
_ thfc board of Rolls-Royce Motor Cars 

France firm on 35-hour week to stress the independence of the UK 

France’s Socialist-led government luxury carmaker It Is buying from 
turned down a request from the Vickers for £340m (£572m). Page 19; 

empfoyera’ federation for a two-year Embarrassment of riches, Page 16 ; 
delay In plans to Introduce a 35-hour Observer, Page 17; Lex, Page 18; 
working week as ol 2000. Page 4 Analysis. Page 20 

Romanian leader steps down Spam must do more to remove red 

Victor Ciorbea tendered his resigns- tape and other obstacles In the way 

tton as prime minister last night, of entrepreneurship, according to the 

deepening Romania's political crisis, Organisation for Economic Co-opera- 
after leaders of his own party with- tion and Development Page 2 
drew their support. Page 3 De La Rue of the UK and Gteacks 

Voting leaves Ukraine divided «* Devrient of Germany, the world's 

The political deadlock that has biggest private-sector banknote sup- 

impeded reforms in Ukraine showed pliers, are lobbying to print a bigger 
Bttie sign of being broken after elec- share of euro notes. Page 22 
tkxwteitedtoprevldeaclaar-ou. IC1. UK chemicals group, continued 
majority any party, ge 3 its move towards speciality materials 

Ross ends Middle East mission wrth the $69 5m acquisition of Ache- 

US Middle East envoy Dennis Ross son < a Michigan-based electronic 
la due to return to Washington today materials producer. Page 19 
after falling to persuade Israeli and Starwood Hotels & Resorts 
Palestinian leaders to reach a deal worldwide is restructuring itself into 
far a further Israeli troop withdrawal ^ ^ op^ng groups tar 
from the West Bank. Page ID hotels and gaming. Page 19 

Asyhm seekers crash UN gates jack Hutchings, who founded the 
Fourteen Indonesians claiming to be fort Lauderdale-based S&H Fabrfcat- 
political refugees from the Aceh inde- j n g & Engineering 25 years ago, sold 
pendence movement drove a truck his company to T1 Group of the UK 
through the gates of the UN refugee for £2i2m (S3 50m). Page 19 
agency In Malaysia's capital, Kuala 

Lumpur, and requested asylum from home sales hit a record high last 
farced deportation. Page 8 month, aided by the lowest mortgage 

rates In four years, unseasonably 

EU to Seek iraBewtiuni trade talks warm weather and accelerating 
The European Union agreed to lead income growth. Page 6; is this 
cafis for a Millennium Round of great, or what? Page 17 

global trade negotiations at the turn , j 

of the century, but did not find una- Reader’s Digest, the world s 
nimrty tor bilateral trade liberalisation biggest-selling maga^ne. «s revamp- 
talks with the US. Page 5 mg its cover. Page 24 

Ousted Cambodian PM returns 2 ZZZ?' 

_ ... , , _ . after the company said it expected 

first-quarter volume to rise 13-14 per 
ter. Pnnce Norodom Ranariddh, _ 0 . , „„ 

returned to Phnom Penh pledging to Page 24, Page 

reorganise his royalist party in prepa- Mattel, the world's largest toymaker, 
ration for elections in July. Page 8; unveiled a rival bid to that of Guln- 
Observer, Page 17 ness Peat Group for the Bluebird 

Taiwan transport chief resigns Toys * Page 26 
Taiwan transport minister Tsay Jaw- Indonesia pledged to privatise seven 
yang resigned to take responsibility state enterprises and sell additional 
for a series of air disasters including shares in five partially privatised 
last month's crash of a China Airlines enterprises in the next year. Page 18 
jet that killed 202 people. fo j a p an tomorrow, commissions on 

Breath i ng space for Ankara equity trades over Y50m ($384,000) 

Turkey’s Mesut Yilmaz has secured a will be liberalised, echoing the UK 
breathing space for his minority gov- financial market reforms of 1988. 
emment by accepting military Page 8 

demands for new measures against ^ ^ q} 

tetamic radicalism. Page 4 conglomerates, has seen US$438.6m 

Forest fire emergency in Guyana sliced off its net assets as a result of 
Guyana has declared a state of the regional currency crisis. Page 23 

emergency and has asked for inter- ^ Zeatend , s payments 

national assistance to combat forest Qn fe drteriorrtJngi reflecting 

fires Warned on a drought caused by heev ^ reIia nce ^ ^ ^ 

the B Nlfio phenomenon. Page 7 which has been taking 37 per cent of 

Moscoso wins Panamanian primary its exports. Page 8 
The Amulftst party, main force In ^ TB | ev ^| oni a consortium 80 per 

Panama's opposition, chose party oent owned by black South African 
leader Mireya Moscoso to run investors and 20 per cent by Time 

against incumbent Ernesto Perez Warner of foe US, has won an elght- 

Balladares in next year's presidential year „ cence to a, n South Africa’s 
elections. Page 7 first privately owned terrestrial televr- 

f B fg pkt reading with Gadaffi s* 01 Channel. Page 22 

A book by Libyan leader Colonel 

Muammer Gadaffi Is being released '■r., r y.,-"j£ - 7 r > 

In Canada. The publishers say * l ' ' — *■ 

Escape to Hell and other Stones gtest trends and data from more 

reveals ‘a man of ™*?*““*L ^ M nafonaJ markets a! a glance 

with images and metaphors and con 

cemed with the destruction of our 4'. 

planet”. 


Turkey warns EU over Cyprus 
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By Mtahael Sudth Id Brussels 

. The European Union received a 
warning from Turkey yesterday 
not to start membership talks 
with Greek Cypriots, as the pro- 
cess was formally launched to 
enlarge the EU Into a 26-nation 
bloc of 500m people. 

Ismail Qem. the Turkish for- 
elgn minister, said an EU deci- 
sion to start talks with the inter- 
nationally recognised Greek 
Cypriot government of Cyprus 
was the "first step towards esca- 
lation in the eastern Mediterra- 
nean, which can be very danger- 
ous". 

"We once again call upon the 
EU to evaluate its future steps 
very carefully before it is too late 
and before the Greek Cypriot 
administration paves the way 
towards another war in the 


Inclusion of Greek Cypriot government in enlargement talks 
is the 'first step towards escalation in Mediterranean’ 


island," he said at a press confer- 
ence. 

Cyprus adopted a conciliatory 
tone. loannis Kasoulides, foreign 
minister, said EU entry should 
remain open to all countries 
Including Turkey if they 
respected EU principles. Entry 
negotiations would act as a cata- 
lyst to a political solution in 
Cyprus. 

The Cyprus exchange was a 
rare sour note on a day in which 
the foreign ministers of the EU's 
15 members and li aspirant 
members were celebrating the 
start of the union’s biggest 
enlargement since its formation 
with six member states 40 years 
ago. Robin Cook, UK foreign min- 


ister, whose country holds the 
EU’s rotating presidency, said 
that “by enlarging the EU we are 
finally overcoming the cruel and 
unnatural division of our conti- 
nent". 

He added; "We are creating the 
conditions that will help prevent 
a return to the terrible suffering 
and destruction Europe has 
known this century." 

Turkey's anger follows the 
EU's rejection of its membership 
application and its decision to 
start talks with the Greek Cyp- 
riot government as the recog- 
nised administration. 

The island has been divided 
between the Turkish and the 
Greek Cypriot zones since Tur- 


key invaded northern Cyprus in 
1974. No country except Turkey 
recognises the self-proclaimed 
Turkish Cypriot state in the 
north. 

Cyprus joined 10 eastern and 
centra] European nations at yes- 
terday’s accession launch. It Is 
one of six nations at the front of 
the queue to join the EU and, 
along with Poland, Hungary, the 
Czech Republic. Estonia and 
Slovenia, will start entry talks 
today. 

The other five - Slovakia. 
Latvia, Lith uani a, Romania and 
Bulgaria - will have to make fur- 
ther efforts to improve their 
economies and take on the obli- 
gations of EU membership, while 


Slovakia will have to improve its 
human rights record. In theory 
they will be able to overtake the 
favoured six in joining the EU. 

Valdls Birkavs, Latvian foreign 
minister, said his country had 
"no intention of hanging around” 
and expected, to be taking part in 
"fast track negotiations" next 
year. Slovakia's Jozef Kalman, 
said his country "too hoped to 
start accession negotiations next 
year. 

Klaus Kinkal, German foreign 
minister said enlargement was a 
historic obligation of the EU. 
Decades ago. western European 
countries had exhorted east 
European states to cast aside 
communism and M**^*” 1 "and 
come and follow our path", he 
said. “Now the path is free.” 


Observer, Page 17 








AU together European foreign ministers meeting in Brussels yesterday to discuss the evented enlargement of the European Union into a 26- nation bloc of 500m people. From left to right: Hungary's 
Laszlo Kovacs, Klaus Kbikel of Germany, Poland's Bronislaw Geremek, France's Hubert Vedrine, Robin Cook of the UK and Hans Van MIerto of the Netherlands 


Norway backs plan to cut oil output 


By Robert Cnzhe in Vienna 
and Tim Burt in Stockholm 


Norway, the world's second 
biggest oil exporter after Saudi 
Arabia, yesterday signed up to a 
global plan to cut crude produc- 
tion. leading further credibility 
to the scheme to stabilise jittery 
world oil markets. 

The 11 members of the Organi- 
sation of Petroleum Exporting 
Countries were meeting in 
Vienna last night to try to push 
through their own package of 
cuts, expected to amount to 
about 1.25m barrels a day. 

Backers of the scheme hope to 
remove just over 2 per cent of the 
world's supply of around 75m b/d. 
Five non-Opec countries - includ- 
ing Mexico and Norway - would 


Opec draws more producer nations into scheme aimed at 
stabilising markets by cutting 2% of the world’s supply 


contribute 270,000 b/d to the pro- 
posed total of about 1.5m b/d. 

Norway yesterday said it would 
reduce output this year by 
100,000 b/d. or about 3 per cent, 
as Its contribution to the plan. Its 
overall production for 1998 is 
expected to foil from 3.6m b/d to 
3.lm b/d, including yesterday’s 
proposed reduction. 

Last week, Saudi Arabia, 
Mexico and Venezuela agreed on 
a collective 6 00,000 b/d cut, as a 
base for a broader reduction by 
Opec and non-Opec producers. 

They have seen their revenues 
slashed by billions of dollars In 


recent months as a global surplus 
has sent ail prices tumbling 40 
per cent to nine-year lows. 

Marit Arastad, Norway’s oil 
minister, said western Europe’s 
largest o3 producer "wanted to 
contribute to stabilise the energy 
market". 

“There could be a floor for oil 
at under $10 a barrel if no mea- 
sures were taken,” she said. 
Prices last year averaged more 
than $19 a barrel tor the North 
Seas’s Brent Blend and are now 
around $15.50, 

For the first time in Opec’s his- 
tory, Mexico, one of the leading 


exporters that has refused to join 
the organisation, appeared at 
the conference with observer 
status. 

Opec delegates in Vienna yes- 
terday said the contribution of 
important non-Opec producers 
such as Norway and Mexico 
boded well for the scheme's suc- 
cess. 

"They realised that the condi- 
tions are such that Opec could 
not have done it on its own,” said 
one Gulf Arab official. 

But Opec delegates conceded 
that no one knew if the proposed 
cut would be enough to eliminate 


the current oil glut caused by 
from the Asian crisis, a mild 
northern winter, higher Iraqi 
exports and an ill-timed Opec 
decision last November to 
Increase output 

Opec ministers strove yester- 
day to adopt a common, optimis- 
tic line, in contrast to their usual 
fractiousness. 

In another departure from nor- 
mal Opec practice, it was clear 
many ministers were hoping to 
conclude the final details of the 
package in one day. 

Saudi Arabia, Opec’s d ominant 
member, appeared especially 
keen to keep the meeting as brief 
as possible in order to project a 
sense of decisiveness, and to 
avoid raising ntvyr taintips that 
might undermine prices. 


Fujisawa to take 
Y75bn charge to 
quit US generics 


By Paul Abrahams in Tokyo 

Fujisawa, the Japanese 
pharmaceuticals company, is to 
take a Y75bn ($580m) exceptional 
charge to cover the costs of end- 
ing its disastrous nine-year foray 
in the US non-patented drugs 
market. 

The Osaka-based group said 
yesterday it expected its parent 
company to pest a net loss of 
Y37bn in the fiscal year ending 
today, after taking a Y46bn 
extraordinary charge. It would 
also draw down Y2&6bn of provi- 
sions it had already made. The 
company undertook to maintain 
the dividend at Y3.75 per share. 

Fujisawa said it would sell its 
generics operations to American 
Pharmaceutical Partners, a sub- 
sidiary of VivoRx Pharmaceuti- 
cals, a California-based company. 
Terms for the business, that had 
sales last year of just £77tn, were 
not disclosed. 

Toshihide Yoda, pharmaceuti- 
cals analyst at ING Barings In 
Tokyo, said he expected the sale 
of the subsidiary, formerly 
known as LyphoMed, bad raised 
between $l00m and $150m. 

In 1969, Fujisawa paid $750m to 
acquire Chicago-based 
LyphoMed. The Japanese com- 
pany said yesterday the business 
had never made a profit during 


its ownership. This is despite the 
fact that the US Generic Pharma- 
ceutical Industry Association 
said during the mid-1990s that US 
generic companies were capable 
of generating margins of between 
10 and 20 per cent 

Fujisawa’s efforts to interna- 
tionalise were made partly to off- 
set an increasingly difficult 
domestic environment. Japan's 
ministry of health and welfare 
has repeatedly imposed big drug 
price cuts to contain healthcare 
costs. Tomorrow, the average 
price of medicines in Japan will 
be slashed a further 9.7 per cent 
Fujisawa warned yesterday that 
Its parent company sales this 
financial year would be Y214bn 
against a previous estimate of 
Y220bn. 

The group said It would, con- 
tinue to develop its patented 
drugs business in the US which 
last year had sales of S230m, 
thanks mostly to its immunosup- 
pressant Prograf and Adenoscan, 
an Imaging agent. 

A number of other Interna- 
tional pharmaceuticals compa- 
nies which dashed into the US 
generic market have since 
retreated. In August last year, 
Hoechst, the German group, sold 
one of its generics businesses and 
indicated it wanted to dispose of 
two others. 
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Spain must cut the red tape, says OECD 


By DavfdWUfett Madrid 

Spain needs to take bolder 
steps to reform its labour 
maifeet and remove red tape 
and other obstacles standing 
in the way of entrepreneur- 
ship, according to the Organ- 
isation for Economic 
Co-operation and Develop- 
ment 

Its report on Spain said 
long-standing structural 
problems most be tackled to 
enable the country to per- 
form successfully wi thin the 
European Union’s single-cur- 
rency zone and close the gap 


with its wealthier partners. 

Its forcefully stated con- 
clusions provide ammuni- 
tion for proponents of a 
tougher line on structural 
reforms within Jose Marfa 
Aznar’s centre-right adminis- 
tration. 

The OECD urged the gov- 
ernment not to miss the 
“window of opportunity" 
provided by the current 
phase of rapid economic 
growth - officially forecast 
at 3.7 per cent this year - 
and gain* in real wages. 

Labour rigidities were “the 
root cause of an inordinately 


high unemployment rate”, 
still J'ist over 20 per cent 
“Labo ur markets could be 
more important in deterring 
entrepreneurial activity in 
Spain than in other coun- 
tries.” the report said. 

The- cost of Hiftmisftinp 
workers in Spain remains 
among the highest of the 29 
OEClp countries, despite a 
pact f agreed last year to 
reduce the fixed rate of 
redundancy compensation in 
new employment contracts. 

The report called for a 
reduction in firing costs for 
the two-thirds of the work- 


force with permanent con- 
tracts signed under the pre- 
vious rules. 

The government, halfway 
through its four-year term 
and buoyed by strong 
growth and the prospect of 
joining the European eco- 
nomic and monetary union 
(Emu), is so far taking a cau- 
tious line on farther labour 
reform. It is concentrating 
mainly on plans to create 
jobs through part-time work 
and trying to avoid picking a 
quarrel with trade unions. 

But the OECD said reform 
is “indispensable" and the 


government should be more 
ambitious. More flexible 
labour rules would make It 
easier and cheaper for com- 
panies to take on the risks of 
entering new markets and 
respond to changes in 
demand, it argued. 

The OECD also attacked 
the “particularly lengthy 
and complicated process" of 
starting a new business in 
Spain, which it says under- 
mines innovation. 

Starting a business 
involves at least 13 or 14 
steps, and each step involves 
an average of four separate 


pieces of documentation and 
six different agencies, it said. 
In total, the legal require- 
ments are reckoned to take 

between 19 and 28 weeks, “fo 

contrast It takes around half 
a day to establish a new 
enterprise in the US," the 
OECD pointed out 
It sa id small apd medium- 
sized companies have found 
finance costly and difficult 
to obtain, with a relatively 
undeveloped venture capital 
market “Very little venture 
capital funding is flowing 
into early stage invest- 
ments." 


SPD push for battle honours 
enters a dangerous phase 

hts ‘Magdeburg model’ government Is under threat because of a 
poor showing by the Greens, reports Peter Norman 


L ower Saxony, Schles- 
wig-Holstein, Saxony- 
Anhaft - the north Ger- 
man states roll off the 
tongue him the battle hon- 
ours of an 18th-century field 

marshal 

Gerhard Schrdder, the 
Social Democratic party’s 
candidate to challenge Hel- 
mut Kohl in next Septem- 
ber's national election, 
Would be less than human if 
he did not see the SPD's 
March 22 success in the 
Schleswig-Holstein munici- 
pal elections as a further 
step to returning his party to 
power at national level after 
16 years in opposition. 

But with tiie campaign 
now switching to eastern 
Germany and the April 26 
state election in Saxony- 
Anhalt, Mr Schroder and the 
SPD are entering a poten- 
tially dangerous phase in 
their drive to dislodge Mr 
Kohl's centre-right coalition. 

The SPD has no problem 
with its popularity ratings at 
this stage of the Saxony- 
Anhalt campaign. Recent 
polls show the party 
received a boost from its vic- 
tory In tiie March 1 Lower 
Saxony state election and 
the subsequent selection of 


Mr SchrOder as chancellor 
candidate. 

The latest poll, produced 
by the Forsa organisation for 
the newspaper Die Woche 
last Thursday, gave the SPD 
42 per cent support among 
voters who had made up 
their minds, against 34 per 
cent in the 1994 state elec- 
tion. Backing fa* Mr Kohl's 
Christian Democratic Union 
fell to 22 per cent from 34.4 
per cent four years aga 

But there is a poison pill 
in the form of the peculiar 
nature of the SPD-Ied gov- 
ernment in Saxony-Anhalt 
and the mixed fortunes of 
the smaller parties in the 
Magdeburg legislature. 

Relnhard HOppner, the 
SPD state premier, has gov- 
erned for the past four years 
with a minority coalition of 
SPD and Greens “tolerated", 
or given support informally, 
by the Party of Democratic 
Socialism (PDS). the 
revamped former east Ger- 
man Co mmunis t party. 

Against expectations, Mr 
Hflppner's “Magdeburg 
model" government has 
proved remarkably stable. 
But this equilibrium is 
under threat because of the 
poor showing of the Greens, 


losing support to the SPD. 

The environmentalist 
Green party, weak through- 
out the new Lander, scraped 
into the local legislature four 
years ago with just 5.09 per 
cent of the vote. 

After the Greens' disas- 
trous party congress in Mag- 
deburg in early March, 
which alienated potential 
voters by promising to triple 
gasoline prices in 10 years, 
Forsa put their support in 
Saxony-Anhalt at only 4 per 
cent. The Greens will have 
problems clearing the 5 per 
cent needed to enter the next 
state parliament. 

The PDS are faring better, 
possibly because unemploy- 
ment in Saxony-Anhalt aver- 
ages more than 23 per cent 
the highest of any German 
state. Surveys at the begin- 
ning of Mawh suggested the 
party would win perhaps 16 
per cent of the state vote. 
Forsa most recently put PDS 
support at 22 per cent, ahead 
of the 19.9 per cent gained in 
1994 and level pegging with 
the CDU. 

Much could change 
between now and April 26. 
The Forsa poll could be too 
flattering for the SPD. and 
indeed Mr SchrOder has 



SAXONY- 

ANHALT 


Gerhard Schroder and Ms wife Doris after Ms re-election as 
pramisr of Lower Saxony yesterday Reuters 


VXr 


warned state party workers 
not to be complacent. 

The Free Democrat party, 
at present with about 3 per 
cent support, could stage a 
late recovery as in Lower 
Saxony, where it narrowly 
missed crossing the 5 per 
cent line. About 36 per cent 
of voters a re st ill undecided. 

But the SPD has to face 
the possibility It may emerge 
as the strongest party in 
Saxony-Anhalt without a 
majority and without its 
Green wMlWnri partner, and 
hence more dependent than 
before on the PDS. 

That would deliver a con- 
solation prize to Christoph 
Bergner, the local CDU 
leader, whose hopes of form- 
ing a “grand coalition” with 
the SPD look certain to be 
frustrated in the short term. 

An SPD government toler- 
ated by the PDS would 
enable Mr Bergner and Mr 
Kohl in the general election 


campaign to play on voters’ 
fears that the “Magdeburg 
model" could be replicated 
nationally and bring crypto- 
communists close to power 
in Bonn. 

Rfidlger Fikentscher. SPD 
rhainwan in Saxony-Anhalt, 
says his party would have a 
moral right to stay in gov- 
ernment if it raised its share 
of the vote and even if its 
Green coalition partner 
Med to re-enter parliament. 

If the PDS share of the 
vote fell. that, in his view, 
would be a sign the SPD 
could defeat Mr Kohl nation- 
ally without kow-towing to 
the PDS, because the former 
communists have only a tiny 
following outside eastern 
Germany. 

Mr Fikentscher made his 
calculations before the 
recent upsurge in PDS sup- 
port and before Petra Sttte, 
the PDS candi date, said her 
party expects more than 


mere “toleration” if it is to 
keep Mr HOppner in office. 
She wants a formal “tolera- 
tion contract” with the SPD 
and the dismissal of Klaus 
Schucht, the state's pro-busi- 
ness economics minister. 

These local issues risk 
becoming tangled in 
national politics because the 
state election is the only big 
test of voter opinion in east- 
ern Germany before the gen- 
eral election. 

Although Mr Schrader's 
campaig n is running well at 
present . the “Magdeburg 
model" could boost Mr 
Kohl's hopes of a successful 

fight hack 

That is unless the SPD in 
Saxony-Anhalt can neutral- 
ise any negative fallout from 
not month’s election result 
by engaging in protracted 
talks mi the formation of a 
government in the state 
until after the September 27 
general election. 
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France to swap 
Ecu bonds 


By Samer Iskandar 

The French treasury 
yesterday announced an 
EculSbn bond exchange pro- 
gramme that should result 
in a more efficient debt mar- 
ket ahead of January's intro- 
duction of the European sin- 
gle currency. 

The programme will aim 
to retire eight older issues or 
Ecu-denominated bonds 
which had become illiquid - 
less easily traded - because 
their structure was no lon- 
ger in line with market con- 
ditions. These would be 
replaced by four larger, more 
liquid, issues. 

Six issues of bonds matur- 
ing between April 2000 and 
April 2003 will be exchanged 
into two issues maturing in 
July 2000 and July 2002. The 
older bonds paid coupons of 
between 6 per cent and 10 
per cent The new ones will 
pay annual interest at 4 per 
cent and 4J> per cent. In line 
with current medium-term 
yields. 

Three issues of longer- 
term bonds, with maturities 
between 2000 and 2006, will 
be exchanged into two issues 


maturing in 2003 and 2008. 

The four resulting bench- 
marks will also be merged 
with existing bonds in 
French francs which wfll be 
redeno mina ted in euros next 
year. France was among the 
first EU countries to 
announce it would convert 
its Ecu debt into euros at a 
rate of one Ecu to one euro. 

Investors will have 10 days 
from today to submit their 
bands to the offer, which is 
handled by 18 banks led by 
Morgan Stanley and Paribas. 

Regular bond issuers, 
including private-sector bor- 
rowers and multilateral 
institutions such as the 
World Bank and European 
Investment Bank, are 
increasingly launching large 
deals to reduce borrowing 
costs. Investors are often 
willing to accept lower 
yields in exchange for liquid- 
ity, which allows them to 
buy and sell more easily. 

Large issues can also be 
more easily stripped - the 
process where annual cou- 
pons are separated from the 
principal repayment and 
traded as distinct securities. 


Swiss move on 
Portuguese case 


By Clay Harris in London and 
Peter Wise in Lisbon 


Switzerland's federal 
banking commission has 
dosed Paramount Securities 
& Trust Company, which 
held a controlling stake in 
Paramount Portugal, an 
unauthorised share sales 
operation shut last year by 
the Portuguese financial reg- 
ulators. 

Portuguese investigators 
believe Paramount took at 
least $i5m from interna- 
tional investors by selling 
US shares that turned out to 
be worthless or have little 
value. 

The Swiss commission 
said Paramount based in 
Fribourg, had “violated rules 
on the conduct of trade in a 
crass manner”. 

The' Swiss action came as 
Portugal’s police took the 
unusual- step of publicly 
rebutting a local press report 


that David Lowry, a British 
pian held in jail in Lisboa 
without charge for almost a 
year, was once an agent for 
the US Federal Bureau of 
Investigation. Mr Lowry, the 
managing partner of Para- 
mount Portugal, is under 
investigation in a case of fal- 
sification and fraud that 
caused heavy financial 
losses. 

The UK ambassador in Lis- 
bon has written three letters 
to Portugal's justice minister 
expressing concern over how 
long Mr Lowry, who denies 
any wrongdoing, has been 
held without charge and 
over bis medical condition. 

Under Portuguese law, the 
public prosecutor’s office has 
12 months to bring charges. 
The deadline in this case is 
understood to be April 22. 
Mr Lowry's supporters also 

say he is being held in over- 
crowded conditions, sharing 
a cell with 14 others. 
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SWISS GOLD TRA N SACTIONS 

Report on wartime trade 
with Germany delayed 

The Swiss government has delayed for several weeks a sensitive 
report on the country’s gold transactions with Nazi Ger many du r- 
log the second world war. The report, by a group of International 
historians, has been completed and was supposed to have been 
released on April 6. However, the Swiss Fedwal Council has 
requested that publication be delayed to flfiow translation Into 
French, Italian and Engfah, 

Normally, Ml official reports are translated Into Switzerland's 
three mein languages (German, French and Italian). It had always 
been assumed that the report woiid be pobfished in English 
because of the widespread interest abroad in the activities of the 
Swiss National Bank, which handled over three-quarters of Ger- 
many's overseas gold operations during the war. 

The Swiss government stressed that trie delay had nothing to 
do with recent moves to finalise a global settlement of Holocaust- 
era Issues related to the big three Swiss banks. 

There is gnawing pressure in the US to Involve the Swiss gov- 
ernment, and the Swiss National Bank, In any global settlement 
WHBam Hafl, Zurich 

Blatter announces candidature 

Joseph “Sapp” Blatter, general secretary of Rfa, yesterday for- 
mally announced his candidature for the presidency of soccer's 
governing body, paving the way for a fierce battle for the sport’s 
biggest job. Mr Blatter, 82, made the announcement at a press 
conferenc e , flanked by Michel Platini, the former French Interna- 
tional player who Is co-president of the 1998 World Cup organis- 
ing committee. 

Mr Platini, who wants players, coaches and referees to take an 
active part in the statutory management of the game, stands to 
become executive sports director of Rfa In the event of a Blatter 
victory. Yesterday's developments set the scene for a 
full-blooded contest for the Frta presidency with Lennart Johans- 
son, president of Uefa, European football's governing body, in the 
run-tp to the next World Cup in June and Juty. Mr Johansson 
claims the support of most of Uefe’s affiliated associations. David 
Owen, Parts 


WORKING HOURS 


48-hour limit sought for 5.5m 

The Eiropean Commission yesterday signalled its determination 
to limit the working hours of more than 5.5m workers, including 
trainee doctors and employees in the air, raH and road, sea fish- 
ing and offshore sectors, it has concluded that the exclusion of 
whole sectors from legislation on working time affecting most 
other workers Is no longer justified. The working time provides for 
a maximum working week of 48 hours and four weeks' annual 
holiday. 

Launching Its second phase of consultations on excluded sec- 
tore yesterday, the Commission said the basic principles of the 
working time directive should be extended to aD non-mobfle 
workers. Including those in transport and sea fishing. However, 
sane groups, including o ff shore workers, would need sectoral 
lepsiation, which the Commission hoped could be negotiated by 
employers and unions. Mchael Smith, Brussels 


SLOVAKIA 


Forex rules liberalised 

Slovakia introduces new nries tomorrow freeing domestic compa- 
nies of the obflgation to sell their foreign currency to local banks 
and permitting IndMduals to buy or sefl any amount of foreign 
currency. The new rules also suggest that Slovak companies and 
Individuals wtfl be free to trade securities issued by companies in 
OECD countries. 

But VladBrMr Ztacfcy, an analyst at ING Barings in Bratislava, 
points out that this particular clause is "so vaguely worded" that 
It is unclear whether trade in such securities wfll. have to be con- 
ducted on the Bratislava bourse - Implying that OECD -based 
companies wfll have to Bst their shares tocafly before Slovaks can 
invest in them. 

Analysts 'm Bratislava are not expecting the new foreign cur- 
rency regime to have an Immetfiats Impact on the Slovak koruna, 
which is fixed to a D-mark/doflar basket and regarded by many 
economists to be overvalued. Mr Zlacky said: "We do not believe 
that devaluation expectations are so severe that Slovak compa- 
nies will start hoarding foreign currency." Joe Cook, Prague 


PALISH COPPER 


Solidarity calls strike 

KGHM, Poland’s listed copper company which accounts for 
around 3£ per cent of world production, yesterday saw the Soli- 
darity trade union at Rudna, the combine's largest copper ore 
mine, cafl a strike to halt a restructuring programme aimed at cut- 
ting costs. 

The slrBta decision was announced after a ballot last week 
which saw an overwhelming majority of the mine's M00 employ- 
ees vote for a stoppage. KGHM currently employs 20,000 people 
while Rucha, the largest of the company's three mines, accounts 
for around 40 per cent of KGHM's copper ore output - 

The KGHM restructuring strategy Is cnjdat to maintaining the 
company's profitability hi the face of weak world copper prices. 

The protest at Rudna was sparked by the planned transfer of 23 

miners to a mine construction affiliate. Yesterday the KGHM 
stock price on the Warsaw bourse foil by 4 per cent In anticipa- 
tion of the strflte cad. The company reported a 485m ztoty ' 
3142m) net profit last year. Christopher Bobinski, Warsaw 
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EUROPE 


Communist-led left fails to 
clinch majority in Ukraine 


By Charles Clover In Kiev 

The political deadlock that 
has impeded economic 
reform in Ukraine showed 
little sign of being broken 
yesterday after elections 
that failed to provide a 
clear-cut majority for any 
party. 

As of yesterday afternoon, 
with most results in. eight 
parties appear to have 
gained more than 4 per cent 
of the vote, a threshold that 
entitles them to split 225 of 
the 450 seats in parliament 
by proportion. 

The other 225 seats went 
to elected individuals, and 
114 of these were candidates 
with no party affiliation. 

The official results of the 
election will be declared 
today. 

The Communist party 


appears to have won at least 
100 seats overall, with 37 
deputies individually elected 
and another 70-80 elected in 
proportional voting. 

The Communist party’s 
allies, the Socialist-Peasant 
bloc, appear to have won 
about 15 seats in propor- 
tional voting and seven indi- 
vidual seats. 

This means that the Com- 
munist-led left has gained 
ground on its previous total 
of 112 seats but has not 
achieved a majority. 

Together with smaller left- 
wing parties whose members 
were elected individually, 
the left appears to have 
taken about 40 per cent of 
the seats in parliament. 

It will therefore have to 
form a coalition with the 
centre or with nationalists, 
as it has in the past, in order 


to present a threat to the 
reform programme of Presi- 
dent Leonid Kuchma. 

Other parties that appear 
to have surmounted the 4 
per cent threshold include 
the Popular Democratic 
party, essentially the govern- 
ment party; the pro- 
government Green party, 
which succeeded because of 
an immense advertising bud- 
get and the perception that 
it is politically neutral; and 
the Agrarian party, a left- 
leaning rural party that for 
the time being is, pro- 
government. 

Also passing the threshold 
were the Social Democratic 
party, a centrist vehicle for 
Leonid Kravchuk, the former 
president, and Ycvhen Mar- 
chuk. the former prime min- 
ister; Hromada (Commu- 
nity), an opposition party led 


by Pavlo Lazarenko, the for- 
mer prime minister who is a 
sworn opponent of the presi- 
dent: and Rukh. the nation- 
alist party that has its power 
base in western Ukraine. 

The left’s position might 
be strengthened if it forms a 
coalition with Hromada. 
which is made up primarily 
of commercial interests from 
the Dnepropetrovsk region in 
eastern Ukraine and Is 
fiercely opposed to President 
Kuchma. Hromada appears 
to have exceeded expecta- 
tions and gained about 6 per 
cent of the vote, giving it 
roughly 30 seats overall 

International observers 
were satisfied with the fair- 
ness of the election process, 
though many noted perva- 
sive open voting - voters fill- 
ing out ballots in public - 
especially in rural districts. 



Petro Symonenko ctasns 


Emu entry could bring a new house price boom to Britain 


If the UK adopts the 
soaring prices of the 


Preparing 
for Emu 


euro, some analysts foresee a return to the 
1 980s, writes Christopher Brown-Humes 



W ould adopting the 
European single cur- 
rency set off a new 
boom in house prices in 
Britain? Those whb memo- 
ries of the roller-coaster ride 
in the late 1980s and early 
1990s, when prices first 
soared and then crashed, 
would probably hope not. 

But some commentators 
believe the low -inflation and 
low-interest rate environ- 
ment at the heart of the eo> 
nomie and monetary union 
(Emu) will put real momen- 
tum behind the bousing 
market. Simon Briscoe, econ- 
omist at Nikko Europe, says: 
"We could have many years 
of a strong bousing market if 
the UK joins". 

Something of this effect is 
already apparent in Ireland, 
which is set to join Emu 
when it starts next January. 
House prices have been ris- 
ing strongly, led by 30 per 


cent annual growth in parts 
of Dublin. A buoyant econ- 
omy and lower interest rates 
have helped. 

Expectation of a similar 
boom in the UK partly 
reflects the market’s struc- 
ture. The UK has higher 
owner-occupation rates, 
higher mortgage debt levels 
and a greater numbers of 
mortgages tied to variable 
rates than other European 
countries. That makes home- 
owners more exposed to 
short-term interest rate 
movements. 

While Germany has own- 
er-occupation of 40 per cent, 
and France 54 per cent, the 
UK figure is about 67 per 
cent. While some 80 per cent 
of mortgage debt is variable 
in the UK and Ireland, less 
than 10 per cent is in Ger- 
many and the Netherlands. 

Inevitably. European mon- 
etary policy will not be set 
with particular sensitivity to 
the UK mortgage market. 
That means that if the UK 
economic cycle is out of step 
with the rest of Europe - as 
now - the low interest rates 


needed to drag continental 
economics out of recession 
could lead to surging UK 
house prices. 

Alternatively, sharply 
higher interest rates could 
push mortgage defaults and 
repossessions through the 
roof. But Fionnuala Earley, a 
senior economist with the 
Council of Mortgage Lend- 
ers. rejects suggestions that 


and sober lending criteria 
are more realistic expecta- 
tions than a bousing market 
boom," she says. 

Fixed-rate mortgages have 
become more common in the 
UK in the last two years. 
This is because long-term 
interest rates, against which 
fixes are arranged, have 
fallen below the short-term 
rates that determine variable 
ones - a trend largely linked 
to the i mmin ence of Emu. 

Bradford & Bingley, the 


‘Low inflation and interest rates at the 
heart of Emu will put real momentum 
behind the housing market 1 


a boom in the UK market is 
inevitable. 

She believes the UK is 
unlikely to join Emu and 
adopt the euro unless there 
is convergence, and suggests 
that permanently lower 
inflation will stop people 
buying bouses, as they have 
done in the past, as -an infla- 
tion hedge. 

“More fixed-rate mort- 
gages, lower levels of gear- 
ing in the bousing market 


UK's second largest building 
society, reckons about 40 per 
cent of new mortgages are 
done on a fixed-rate basis at 
the moment. At Yorkshire 
Building Society, the level is 
even higher at 85 per cent. 

But variable rates are still 
the main influence on the 
market as fixed rates gener- 
ally last for only two to five 
years and there are usually 
lock-ins at variable rates 
thereafter. A CML survey 


last year showed that only 13 
per cent of all loans by num- 
ber and 19 per cent by value 
are fixed. 

Some commentators 
expect the trend towards 
fixed-rate mortgages to gain 
momentum as UK member- 
ship of Emu approaches. 
"The classic British variable 
rate mortgage will substan- 
tially diminish," Graham 
Bishop, an adviser to Salo- 
mon Brothers International, 
told a conference in London 
last week. 

Others believe that 
savings behaviour will also 
have to change. Mike Black- 
burn, chief executive of Hali- 
fax, the UK’s biggest lender, 
says: "The big call is. are 
you going to have savers 
prepared to tie up five-year 
funds, against which you are 
lending five-year fixed-rate 
mortgages? This is a total 
mindset change. The shift in 
the UK will be slow and pro- 
gressive. rather than fast 
and spectacular." 

But even if fixed-rate mort- 
gages' do not take off. there 
are other ways in which a 
government could dampen a 
housing market boom. These 
include fiscal ti ghtening and 


boosting the supply of new 
housing. 

The big uncertainty is 
whether Emu will increase 
cross-border competition. 
Certainly, many UK lenders 
would expect to be active in 
the European market early 
next century. They include 
Halifax and Abbey National, 
the two biggest mortgage 
lenders, and Woolwich, 
which already has 
operations on the ground in 
France and Italy. 

Equally, there might be 
opportunities for European 
lenders in the UK, particu- 
larly if there were a marked 
interest rate differential 
between sterling and euro 
loans. 

So far, a number of factors 
have prevented a cross-bor- 
der market developing, 
including tax differences, 
adminis trative systems and 
property law. Most European 
lend ms also have weak dis- 
tribution networks outside 
their own country. 

However, increased 
emphasis on direct selling 
and technological advance, 
including the internet, is 
likely to speed up cross-bor- 
der activity. 


ROMANIA: PRIME MINISTER RESIGNS 

Ciorbea quits 
as coalition 
parties rebel 


By Kevin Done, 

East Europe Correspondent 

Romania's prime minister, 
Victor Ciorbea, tendered his 
resignation last night, deep- 
ening the country’s political 
crisis, as leaders of his own 
party withdrew their support 
from him. 

“I chose the unilateral 
solution to end this crisis," 
Mr Ciorbea said in a tele- 
vised address to the nation 
alter he chaired a final cabi- 
net meeting. “Today I sub- 
mitted my resignation to the 
head of state [President Emil 
Constantinescu J." 

Gavril Dejeu, interior min- 
ister, was appointed as care- 
taker prime minis ter, ion 
Diaconescu, who is the head 
of Mr Ciorbea's National 
Peasants party, said earlier 
that the party would accept 
the prime minister’s decision 
to resign if be were to offer 
it. He acknowledged that a 
change of government was 
unavoidable. 

Mr Ciorbea bad been 
under growing pressure to 
resign. Many of the parties 
within the governing coali- 
tion had begun to blame him 
for the government’s inabil- 
ity to implement promised 
economic reforms. 

Sorin Dimitri u. the head of 
the State Ownership Fund, 
admitted last week that 
there v»ad been no important 
privatisations so far this 
year, above all because of 
the governing coalition's 
preoccupation with its own 
internal divisions. 

The Liberals and the Dem- 
ocrats. the strongest critics 
within the coalition, had 
both said that they would 
vote against this year’s state 
budget in coming weeks, 
removing the coalition’s 
overall majority, if the prime 
minister refused to resign. 

The centre-right govern- 
ment which was elected in 
November 1996 amid great 
hopes that it could finally 
bring the country on to the 
fast track of reforms after 


years of stagnation, has been 
paralysed in recent months 
by bitter infighting. 

International concern has 
been growing, and a team 
from the International Mone- 
tary Fund expressed concern 
at the weekend about the 
impact that the political cri- 
sis was having on the pace 
of reform. Mr Constanti- 
nescu, who has struggled in 
recent weeks to maintain the 
Ciorbea administration in 
office, is expected to start 
talks shortly on forming a 
new government 

The latest crisis was trig- 
gered in January by the 
Soda! Democrats, the second 
largest coalition party, 
which is led by Petre 
Roman, hims elf a former 
prime minister. Mr Roman 
had given Mr Ciorbea until 
the end of March to leave 
office. He blamed him for 
failing to push through 
tough reforms. 

At the weekend the Liber- 
als called for Mr Ciorbea to 
step down ahead of the 
expected debates in parlia- 
ment over the long-delayed 
1998 budget 

The Social Democrats 
withdrew their ministers 
from the cabinet last month. 
The party said that it was 
p lanning to lodge a motion 
of no-confidence against the 
government asking that zt 
should be replaced by “a sta- 
ble, efficient and credible 
government”. 

Both the liberals and the 
Social Democrats in the 
coalition government have 
tied their support for the 
1998 budget to Mr Ciorbea’s 
resignation. The IMF has 
called for a coherent eco- 
nomic policy framework 
aimed at stabilising the 
economy and greatly reduc- 
ing inflation. It is seeking 
acceleration In structural 
reforms aimed at reducing 
the losses in the enterprise 
sector and strengthen the 
banking sector. 
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For Hoedist, Life Sciences means focusing on the fields of health and nutrition where biotech nofogy.holds the key to innovation. 
Hoechst Marion Roussel, our pharmaceutical company, Is developing highly effective drugs in the fight against currently incurable 
diseases. Our agribusiness, Hoechst Sobering AgrEvo, is ensuring nutrition for the world’s growing population through integrated 
crop production. 
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Mesut Yilmaz, Turkey s 
prime minister, has secured 
a breathing space for his 

nine-month-old minority 
government by accepting 
military demands for new 
measures against Islamic 
radicalism. 

Mr Yilmaz’s coalition had 
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long stand-off with the 
armed forces over how to 
wage a struggle ag ain st 
what the military views as 


But there are no indica- 
tions that Turkey's 
staunchly secular army com- 
manders. who helped push 
Turkey's first Islamist-led 
^luy fr imont of the modern 
era out of power last year, 
plan to niemrinn their ever 
closer involvement in run- 
ning the country. 

Analysts mM a statement 
after last Friday's meeting of 
the National Security Conn- 
cfl, which groups- top mili- 
tary and political leaders, 
reacted the military's deter- 
mination to see the govern- 
ment follows the army's 
strategy - and not the softer 
ifn» Mr Yilmaz had advo- 
cated of late - to root out 

k In fighting reactionary 
religious movements target-, 
tag the secular regime, exist- 
ing laws should be imple-. 
mented without concessions 
and new draft taws should 
be rapidly passed by parlia- 
ment," the statement said. 

It added that the fight 
a gahret radical Islam would 
be carried out within, the 
rules of democracy, quelling 
rumours that the military, 
which staged three take- 
overs between i960 and I960, 
was prepared to i ntervene 
directly once again . 

Analysts said the generals 
would closely monitor the 
government to ensure it fol- 
lowed through with a pack- 
age of anti-fundamentalist 
nuwuw is announced by Mr 
Yilmaz last week. These 
include new legislation to 
control more closely the 
activities of organisations 
suspected of supporting or 
promoting radical Islamist 
thought, and to make It 
easier to fire civil servants 
with known ties to Islamist 
groups. 

The measures also provide 
for staffer penalties for those 


i 

r W * 





.Yfanz? accepted military's antHstanrist measures 


who violate, secular dress 
codes by wearing Islamlc-in- 
spired attire, such as head- 
scarves tn public buildings. 

Many of the proposals 
announced by Mr Yilmaz 
require approval by parlia- 
ment, which may prove to be 
an obstacle given the coali- 
tion's lack of a parliamen- 
tary majority and the pres- 
ume in tin assembly of a 
newly formed Islamist party, 
the Virtue party. Virtue 
regroups most members of 
the Mawitet Welfare party, 
banned earlier this year, and 
is currently the strongest 
party in parliament. 

Deniz Baykal, leader of the 
left wing Republican People’s 
party, which has supported 
the coalition from the out- 
side, pledged last weekend to 
continue to back the govern- 
ment as it tries to push 
through, its anti-fundamen- 
talist proposals. 

However, Mr Baykal is 
reported to have made his 


promise of continued sup- 
port c opriitinnal on the set- 
ting of a date for eariy elec- 
tions, newspapers said/ 

The military is . said to 
oppose polls before tbe 
scheduled date of 2000 out of 
concern that the political 
Islamist movement .may 
make gains. Welfare came 
top in the 1995 elections, 
winning 21 per cent of the 
vote. 

Army generals have com- 
. plained recently that Mr YU- 
max, his eye apparently on 
early elections as well, has 
begun wooing the Islamist 
vote by backing away from 
enforcing a tighter restric- 
tion on Islamist-style head- 
scarves in public offices and 
universities. The prime min- 
ister retreated from the 
headscarf ban after Islamist 
members, 'of his party 
rejected it and thousands of 
demonstrators marched 
through Istanbul to protest 
against the measure. •_ 


French goveri 
down 35-hour 


government turns 


By Robert Sahara hi Paris 

France's Socialist-led 
government yesterday 
turned down a request from 
the employers’ federation for 
a two-year delay in plans to 
introduce a 35-hour working 
week as of 2000. 

But for the.first time in she 
months there were signs of a 
thaw in relations between 
the government of Lionel 
Jospin, the prime minister, 
and the Patronat over the 
controversial introduction of 
the shorter working week. 

This followed a meeting 
between Mr Jospin and 
senior cabinet ministers 
with Emest-Antaine Seil- 
lidre, the band of the Patro- 
nat, along with the employ- 
ers’ top representatives. 

Mr Sefflare, who assumed 
the leadership of the patro- 
nat in December, said “the 
government has refused to 


give us 1 - satisfaction” on 
delaying the introduction of 
the working week. He had 
asked for a postponement 
until 2002 in view -of the 
complexity of implementing 
the plan. 

However, he added: “The 
gov ernm ent is willing to'lis 1 
ten and discuss with os four 
points of particular concern 
to us." These were the need ' 
to ‘‘annualise" the reduction 
of tbe working week, so that 
it averaged 35 hours over a 
full year, the position of sal- 
aried staff whose jobs were 
related' to work objectives 
rather than hours worked; 
the role of part-time employ- 
ment; and how overtime is 
to be calculated. 

None -of these issues is 
touched upon in the current 
legislation establishing the 
framework for cutting work- 
ing hours from 39 to 35 
hours. 


The bill is due to complete 
its thir d parliamentary read- 
ing this week. They will 'only, 
be addressed in a subsequent 
bill, unlikely to be placed 
before parliament until next 
year. 

. The treatment of these, 
four points is crucial .in 
determining whether 
France's business commu- 
nity begins to look upon the 
35-hour week in a less nega- : 
live light. 

If the working week can be 
annualised, overtime eosts 
helcT down and a flexible 
-'interpretation 1 allowed of 
creating jobs via greater 
resort- to part-time- work,, 
then the Patronat’s resis-- 
tacce wfll soften. 

■- The law before parliament 
obliges companies employ- 
ing 20 or more employees to 
introduce tbe SS-hoor- week 
by 2000 and those with fewer 
employees by 2002. . 


Kirch, Bertelsmann reject 
pay-TV monopoly claim 


By Emm Tucker h Brussels 
ana rnmsnac sssme^iauu . 
in .Botin 

Kirch and Bertelsmann, the 
German media groups, will 
tomorrow reject European 
Commission claims that 
their proposed digital 
pay-TV joint venture will 
close off the emerging Ger- 
man market by creating; a 
monopoly. 

At the start of a two-day 
hearing into the impart : of 
the deal on. competition, 
Kirch and Ber telsmann are 
expected to argue that Brus- 
sels has based its strong 
objections to the joint ven- 
ture on “highly speculative" 
assumptions and has not 
taken, all relevant factors 
into account 

A study carried out by 
Wernhard MSschel, a profes- 
sor of economic law at Tub- 
ingen University, winch win 


form the basis of Kirch and 
Bertelsmann's case, -asserts 
that “the Commission’s ipgai 
appreciation rests partially 
on incorrect assessments". It 
also accuses Brussels of 
effectively deciding to block 
the deal before It has under- 
stood the fhets of the case. 

The hearings will be 
attended hy the Commission, 
Kirch, Bertlesmann and 
Deutsche Telekom as well as 
companies that have voiced 
objections. They form part of 
an anti-trust inquiry cur- 
rently being conducted by 
the Commission into the 
so-called Premiere television, 
alliance. 

Under the deal/ Kireh and 
Bertelsmann will merge 
their digital television busi- 
ness and jointly market digi- 
tal television in Germany 
using a set-top box decoder - \ 
or d-box - developed by i 
Kirch as its standard 


decoder for digital TV. 

They plan to distribute 
their service- via Deutsche 
Telekom's cable network. 

. Karel Van Miert, the Ell's 
competition commissioner, - 
has said that the deal as it 
stands cannot be allowed to 
go ahead, arguing that it wflj.’ 
lead to the creation of a 
monopoly in Germany's 
pay-TV market. 

However, after the hear- 
ing, the companies, are 
expected to enter into talks, 
with the Comxms8ion..over. 
possible alterations' - that 
could be made to the project 
to order to win regulatory 
clearance. 

Brussels has ’ until June .3 
to take a decision. . 

Yesterday a .Commission 
o ffi cial said it was .normal 
far oompanks to try to pe t- 
suade . the competition 
authorities that- their assess- 
ment of a case was wrong. 
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WORLD TRADE 



‘Third force* gets down to tin 
tacks on measures hindering 
advance of global farm trade 

intense negotiations are taking place between key players to 
come up with a unified stance, writes Gwen Robinson 


J n the dry, rural communi- 
ties of northern New South 
Wales, a large group of for- 
eign visitors wearing Austra- 
lian bushmen’s hats have 
been prodding sheep and 
tweaking sugar cane for the 
past two days. 

As representatives of the 
top farm organisations in 
the Cairns Group of IS agri- 
cultural exporting countries, 
they were meeting for the 
first time in Australia to 
speak for millions of fanners 
about protective measures 
hindering global farm trade. 

Like the multilateral 
Calms Group forum, the 
farm leaders see themselves 
as a “third force” between 
European protectionism and 
American free trade policies. 

Before their formal talks 
in Sydney, the 30 or so farm 
leaders embarked on a study 
tour of Australia's vast and 
export-reliant agricultural 
industry. 

Behind the camaraderie, 
intense negotiations were 
taking place between key 
players, including leaders of 
the Canadian Federation or 
Agriculture and Australia's 
National Farmers Federa- 
tion. to come up with a uni- 
fied stance to present to 
their governments. 

Differences were "fairly 
small" and came down to 
priorities and time frames 
for abolishing or reducing 
tariffs and other barriers, 
said one member. 

In the lead-up to ministe- 


rial talks between Calms 
Group agriculture and trade 
ministers in Sydney this 
week, the farm leaders’ 
meeting had a broader sig- 
nificance. 

It highlighted growing pri- 
vate-sector involvement in 
multilateral trade issues 
and, in this case, Australia's 
international push to place 
abolition of farm subsidies 
and other agricultural trade 
barriers on the World Trade 
Organisation's negotiating 
table next year. 

Some of the farm leaders 
were more enthusiastic than 
others to endorse Australia's 
call for abolishing direct and 
indirect support for farm 
exports wi thin a certain time 
frame, possibly 15 years. 

In their first parallel meet- 
ing to coincide with the 
Cairns Group ministerial 
talks, the farm leaders were 
unanimous in the wish to 
“send a strong message" in 
support of further agricul- 
tural trade reform, said Don- 
ald McGauchie, president of 
the National Farmers' Feder- 
ation, Australia’s top farm 
lobby and host of the indus- 
try meeting. 

On the multilateral level. 
Cairns Group ministers will 
meet on Thursday to plan a 
negotiating strategy for the 
WTO ministerial meeting in 
Geneva in May. 

Australia has lobbied the 
group to support two central 
proposals: to start interna- 
tional talks next year on cut- 


ting farm trade barriers, and 
to Include the issue of agri- 
cultural protectionism in a 
new “millennium round" of 
multilateral trade negotia- 
tions under the WTO. 

The WTO has scheduled a 
fresh round of agricultural 
negotiations next year, 
ahead of the expiry in 2000 of 
its existing reform pro- 
gramme to reduce farm 
export subsidies. But Austra- 
lia and other Cairns Group 
members have argued the 
talks should be part of a gen- 
eral round of multilateral 
negotiations on trade liberal- 
isation. 

The Cairns Group, which 
includes Canada. New Zea- 
land, Fiji, South Africa and 
several Latin American and 
Asian countries - but not 
the US or European Union - 
was established in 1986 in 
the northern Australian 
town of Cairns as an alliance 
to push agricultural reform 
in the Uruguay Round of 
multilateral trade talks. 

John Anderson, minister 
for primary industries, said 
yesterday Australia was hop- 
ing to achieve “substantial 
reform". But he warned that 
regional economic turmoil 
had increased sensitivity 
among some Asian countries 
to proposals for phasing out 
farm subsidies and other 
forms of support. In the 
Cairns Group, Indonesia, 
Malaysia, the Philippines 
and Thailand are the Asian 
members. 



A cattle drive in Northern Territory. Australia hi a leading member of the Cairns Group which Is 
pressing the US and European Union to accept reform of farm tariffs and subsidies Ross Bray 


" Many European countries 
are. extremely reluctant, but 
it’s not only them. Asian 
Countries are also showing 
heightened concerns about 
food security Mr Anderson 
said. 

South Korea, for example, 
had indicated that continued 
subsidy of its rice production 
was justified in the fight of 
food shortages in Indonesia. 

“Plainly, we're looking for 
quite substantial agricul- 
tural reform. Australia will 
continue to take a leading 
role in arguing the case for 
agricultural trade reform. 


"Our position is. that just 
as in shattered post-war 
economies, trade reform was 
one of the great steps to 
higher living standards and 
employment opportuni- 
ties... it won’t be easy but 
we think these f Asian) con- 
cerns can be allayed and rea- 
son will prevail." 

Other challenges include 
the rise of "extraordinary 
credit arrangements” by gov- 
ernments to aid agricultural 
exports, and the discussion 
in Europe of "what is amaz- 
ingly called the multifunc- 
tionality of agriculture,” Mr 


Anderson said. 

"If that is what Europe is 
moving to, they should do it 
in ways that don't impact on 
our agricultural trade." 

Australia's line received 
strong support yesterday 
from Dean Kleckner. head of 
the American Farm Bureau 
Federation, the biggest farm 
organisation in the US. 

The US is not a Cairns 
Group member, but Mr 
Kleckner joined the farm 
leaders’ meeting to show 
support for their push to dis- 
mantle agricultural trade 
barriers. 


EU to push for 

Millennium 
trade round 


By Nell Buckley in Brussels 

The European Union 
yesterday agreed to lead 
calls for a broad-based "Mil- 
lennium round” of global 
trade negotiations at the 
turn of the century - but did 
not find unanimity over pro- 
posals for bilateral trade lib- 
eralisation talks with the 
US. 

EU trade ministers agreed 
to call for a "comprehensive, 
wide-ranging approach" to 
trade talks due to start at 
the end of 1999, at the World 
Trade Organisation's second 
ministerial conference in 
May. 

But they limited them- 
selves to a general declara- 
tion on the need lor broad 
talks, without defining 
exactly what should be 
included. They said the 
scope of a Millennium round 
should be the subject of a 
further WTO ministerial 
conference next year. 

Sir Leon Brittan, EU trade 
commissioner, said the next 
round should focus on elimi- 
nating remaining tariffs, and 
dismantling protectionist 
non-tariff barriers, especially 
in services and investment 

The WTO is already com- 
mitted to further negotia- 
tions on agriculture and ser- 
vices but the EU is backing a 
more ambitious approach. 
Sir Leon has championed the 
idea of a Millennium round 
to build on the achievements 
of the 1986-1993 Uruguay 
round. 

But US officials have so 
tax been lukewarm on the 
idea of another trade round. 
Washington has yet to 


decide whether to continue 
to pursue its sectoral 
approach to trade talks, or 
support a new round. Asian 
countries including Japan 
and South Korea have also 
expressed caution. 

Sir Leon also presented 
ministers for the first time 
with his proposals for talks 
on a “new transatlantic 
marketplace” with the US. 

The talks would aim to 
create an EU-US free trade 
area in services and elimi- 
nate tariffs on industrial 
goods by 2010. They would 
exclude sensitive subjects 
such as agricultural subsi- 
dies and audio-visual ser- 
vices. 

Many EU states backed 
the idea yesterday, but 
Hubert V&drine, French for- 
eign minister, made clear 
France's opposition. France 
argues that bilateral talks 
with the US could under- 
mine broader multilateral 
liberalisation efforts, and 
that it would be impossible 
to keep agriculture and 
audio-visual services out of 
EU-US talks. Jacques Chirac, 
French president, and Lionel 
Jospin, prime minister, have 
warned that France is pre- 
pared to use its veto to stop 
such talks. 

Sir Leon admitted he 
might not be able to secure 
the negotiating mandate he 
is. seeking from EU states 
before the next EU-US sum- 
mit in May. 

But Margaret Beckett, 
trade minister of the UK - 
holder of the EU presidency 
- said this did not mean the 
proposals could not be 
raised. 
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NEWS DIGEST 


TEXTILES TRADE 


Carpet deal clears way 
for EU-Russia accord 

The European Union and Russia have agreed to remove all 
quotas on textile trade between them, as part of a broader textile 
agreement reached after three years of talks. 

The agreement should clear the way for EU ministers to end 
their classification of Russia as a “non-market economy That 
should make it less vulnerable to anti-dumping measures, and 
would boost Russia's efforts to join the World Trade Organisation. 

Proposals to change Russia's status had been blocked by Bel- 
gium. in protest over import quotas on EU carpets imposed by 
Russia for one year from March 19. 

Those quotas, and frustration at the lack of progress in textiles 
talks, prompted an angry letter from the European Commission to 
Moscow earlier this month, warning of an escalation of trade dis- 
agreements unless a textiles deaf could be reached. 

EU officials suggested yesterday that Moscow's recent willing- 
ness to make higher-level officials available for the textiles talks 
had paved the way for the agreement reached at the weekend. 

The deal involves Russia removing its carpet quotas from May 
T. and the EU agreeing not to renew Its unilateral quotas on Rus- 
sian textiles beyond that date. Nefl Buckley, Brussels 

CHINESE RAILWAYS 




Big increase in investment 

China is to Increase Investment In railway construction this year 
as part of a strategy to ensure that economic growth does not 
slip below the official target of 8 per cent. Zhu Rongji, China's 
new premier, announced that Investment In highways, housing 
and railways would be raised to help stimulate the economy. Dai 
Xianglong, the central bank governor, said that China's fixed 
asset Investments will would Increase by between 10 to 15 per 
cent this year, compared with an actual 10 per cent rise last year. 

A railways ministry official said China would raise spending on 
railway construction from a previously-planned Yn34.9bn to 
Yn45bn. He added that over the next five years, Yn245bn would 
be spent on laying railway lines. Specifically, 5,340km of new 
trunk lines and 1,000km of focal railways are to be built, and 
4,400km of track is to be electrified. Foreign Investors have been 
permitted to take a minority equity stake in trunk rail projects 
since the start of this year. James Kynge, Beijing 


PHILIPPINES PETROCHEMICALS 

Naphtha cracker plan shelved 

Plans to set up a $500m naphtha cracker in the Philippines have 
been postponed indefinitely following disagreement between the 
government and private sector over proposed tariffs. 

A consortium of local and foreign groups - Including Japans 
Sumitomo and Mitsubishi - led by Chemical Industries of the Phi- 
lippines has been pushing the government to raise from 10 to 20 
per cent the tariff on imported downstream products juJM 
polypropylene and polyethylene. The administration of President 
Fidel Ramos, which since 1992 has been committed to market- 
friendly reforms through deregulation, privatisation and the lower- 
ing of tariffs, has twice refused to meet the investors demands, 
despite prevailing higher tariffs In Indonesia and Thailand. 

The country's two downstream plants would be sufficient until 
the government lent its support to backward integration sud 
Antonio Garcia, president of ChempbiJ. The same consortium 
started a polypropylene plant In Bataan last yearand is also 
working on a polyethylene facility. Justin Marwszf. Manila 

CZECH HOTEL PURCHASE 

Doubts over ‘Libyan link’ 

The Maltese government has sent a stiff 
Republic following comments made by a senior ’ C^** 1 ?** 
reoardind the recent investment by a successful Maltese hotel 
SJSdSoSJa senior official suggested that the pnvateiy 
owned Corinthia Hotel group was Ubyan-owned. prompting con- 

' government is the Indent of 

Ubye VArtfe* Fwekto Imrestment Company (LAF1CO) which has a 
Ubya s /vao nnv ! _ fWWa connthia tears this is an excuse 

An investigation by Security Information Ser- 
to reverse the cteaK An >nv« 9 ^ connection between 

SwTlSSS: and me Libyan S^^crxd-ng to the 
Sch news agency CTK. Godfrey Gnma. Valletta 


Ericsson 
in Brazil 
phones 
contract 


By Gteg Mdvor in Stockholm 
and Jonathan Wheatley 
hi SSo Paulo 


Ericsson, the Swedish 
telecoms group, has won a 
$360m contract to Aupply 
infrastructure for a new cel- 
lular phone network in S3o 
Paulo region being built by 
Tess, a Brazilian-Swedish 
consortium. 

The concession, covering 
SSo Paulo state except for 
the capital city, marks the 
latest expansion of Brazil’s 
fast-growing market for digi- 
tal mobile phone services. It 
follows a court ruling last 
week overturning a decision 
by Brazil's communications 
ministry to strip Tess of the 
concession. 

Tess. 49 per cent owned by 
Telia, the state-owned Swed- 
ish telecoms operator, won 
an international auction in 
April 1997 to operate the Sdo 
Paulo mobile network. 

But complaints by a rival 
US bidder that Tess had 
infringed technicalities in its 
application document led to 
the government depriving it 
of the licence. The Tess con- 
sortium includes the Brazil- 
ian companies Airline Cellu- 
lar and Primave, part of CJL 
Almeida. the construction 
group. 

Ericsson co-operates 
closely with Telia and said it 
hoped to secure further con- 
tracts in Brazil, its fifth- larg- 
est market Jan WSreby, gen- 
eral manager for Ericsson's 
American-standard cellular 
systems, said a rapid shift 
was under way in Brazil 
from analogue mobile phone 
networks to more versatile 
digital services. 

Tbe Tess contract, for a 
mobile standard called 
D-AMPS IS-136, is one of 10 
being awarded to private 
operators for “B-band" cellu- 
lar services. These will com- 
pete with “A-band" services 
offered by publicly-owned 
networks. Five “B-band" 
concessions remain to be 
auctioned. 

Concessions have so far 
been awarded to consortia 
including overseas operators 
BellSouth of the US, Stet of 
Italy and Bell Canada. 
“A-band" services are due to 
be privatised later this year, 
with Brazil's entire fixed 
phone network, and expec- 
ted to raise at least $20bn. 

Tess is expected today to 
sign the Suo Paulo conces- 
sion contract and pay 40 per 
cent of its bid of RJ1.33bn 
(US$ 1 - 2 bn). 

Ericsson yesterday said it 
had signed a deal to provide 
a mobile telephony network 
for the Russian operator JSC 
Tyumenruscom, operating In 
the east Russian regions of 
Tyumen and Tobolsk. 


Capital Markets Page 30 


Swjr<> (iron 


Cathay Pacific 


Mf* 



W 


•fr Pv , Vp • 


■*-« 








fV, (. uluv PhuIk. fi : i Hew 1 1 i>*.\m.i. 


Hcorttat . Vioncr of Air Ttanspon WotidS Smv* Award - , |W. 


Lociil conditions apply. 


6 


INTERNATIONAL 


Facial TIMES TUESDAV MARCH 31 »» 


US fails to break Mideast deadlock 


By Judy Dempsey in Jeresatan 

Dermis Ross, US Middle East 
envoy, returns to Washing- 
ton today after failing to 
negotiate a deal between 
Israel and the Palestinians 
over a second Israeli troop 
pullback from the West 
Bank. 

Mr Ross will brief Presi- 
dent Bill Clinton after five 
days shuttling between Ben- 
jamin Netanyahu, Israeli 
prime minis ter and Yassir 


Arafat, president of the Pal- 
estinian Authority. Yester- 
day. he also briefed Hosni 
Mubarak. Egyptian presi- 
dent, at the Red Sea resort of 
Shanxi el-Sbeikh. 

The peace talks, 
suspended for more than a 
year largely because of 
Israel’s settlement policy, 
are bogged down by Israel's 
continuing insistence that it 
will not band over 13 per 
cent of land to Palestinian 
control. This is far below Mr 


Arafat's original expecta- 
tions of about 25 per cent. 

Israel bas also said It will 
not go ahead with a third 
pullback until the start of 
the final status talks which 
will deal with Israel’s bor- 
ders. the future of Jerusa- 
lem. Jewish settlements and 
other issues. 

This is despite a US com- 
mitment with Israel and (he 
Palestinians that the three 
pullbacks be completed not 
later than the middle of this 


Clinton talks up Africa’s 
prospects for investment 

In urging Americans to invest in the continent, he overlooked 
risks involved, write Tony Hawkins and Michael Holman 

I- 


year. But Mr Netanyahu 
appears adamant on block- 
ing the third redeployment 
to strengthen his position at 
the final status talks. 

The preoccupation with 
the pullback has taken its 
toll on other outstanding 
issues spelt out in the Oslo 
peace accords. For security 
reasons! there is still no deci- 
sion by Israel to open an air- 
port and sea port in Gaza, to 
allow the free movement of 
people and goods between 


Africa: Asian lessons 

GOP Grown inflax 0982=100) 
225 


the West Bank and Gaza and 
to release Palestinian politi- 
cal prisoners. 

For their part as the Pal- 
estinians told Mr Ross, they 
are reluctant to subscribe to 
Israel's demands to fight ter- 
rorism without having an 
independent arbiter monitor 
the Palestinian Authority's 
efforts. “What else would 
you expect. Neither side 
trust each other. Confidence 
is zero," said a western dip- 
lomat. 


Israelis Palestinians 
recognise the fragility off this 
“status quo." 

On Sunday nigbi, a car 
packed with explosives blew 
TTp near the Palestinian-con- 
trolled town of RamaTiata. 
The driver, who died, 
belonged to Hamas, the 
Islamic Resistance Moye- 

mwit which opposes the Oslo 
peace accords and which 
claimed responsibility for 
several previous suicide 
bombings. 


President Bill Clinton 
| was a fund manager he 
I would be in trouble. 

Speaking in South Attica 
over the weekend, Mr Clin- 
ton urged Americans to put 
more money into sub-Saha- 
ran Africa. “The average 
annual rate of return on 
Investment in Africa is 30 
per cent," he said: “That’s a 
good deal, folks.” 

But he failed to add the 
caveat that is usually obliga- 
tory when offering invest- 
ment advice: the value of 
shares can go down as well 
as up, and past returns are 
no guide to future perfor- 
mance. 

And if any continent 
should have a financial 
health warning, it is Africa. 

But armed with the Afri- 
can Growth and Opportunity 
BUI. legislation which would 
give the continent’s eco- 
nomic reformers better 
access to the US market. 
President Clinton and senior 
officials have been talking 
up Attica's prospects. 

“African economies are 
resurging," says Susan Rice, 
assistant secretary of state 
for Attica, pointing to 45 per 
cent real growth last year, 
and forecasts double-digit 
growth at the end of the 
1990s “as the private sector 
responds even more fer- 
vently to progressive govern- 
ment commercial policies”. 

And central to Attica's 
sustained recovery, argues 
Ms Rice, is the trade bill. 


which will include clothing 
and textiles and other items. 

“It will place Africa on a 
dynamic economic freeway," 
sbe says, “a path Asia took 
in the wake of the second 
world war." 

Yet it is far from clear that 
the trade incentives Mr Clin- 
ton is offering will have such 
a dramatic impact on the 
rate of African economic 
growth. 

The main obstacles to 
Africa's exports, according 
to research studies, are not 
import or non-tariff barriers 
imposed by the developed 
world. 

Rather they are the 
region's poor management, 
generally unreliable commu- 
nications, the quality, design 
and reliability of supply for 
its exports, and weak infra- 
structure. 

Freight costs, for example, 
are high: a container will 
cost nearly twice as much to 
pass through the port of 
Abidjan compared with Ant- 
werp, and port costs in the 
Far East are even lower, 
while air transport rates are 
four times hi gher than in the 
Far East 

Meanwhile African gov- 
ernments have been falling 
behind their competitors. 
The protectionist policies 
they have imposed have 
been costing sub-Saharan 
Africa as much as $11 bn a 
year, equivalent to the total 
aid to the region from devel- 
oped countries in 1991 . 


according to a World Bank 
research paper. 

Import barriers in Attica 
have been far higher, accord- 
ing to the report, than in 
other developing countries 
and regions with faster 
export growth. These barri- 
ers hamper exports and eco- 
nomic development by 
adding to the cost of essen- 
tial imports, such as agricul- 
tural inputs and machinery. 

Nor are the relatively mod- 
est US trade incentives in 
the bill likely to change the 
pattern of foreign direct 
investment flows to Africa 
which can be expected to 
continue to target resource- 
specific opportunities - oil. 
gas. mining and in some 
countries tourism. 

The Asia parallel is also 
misleading- A year ago. the 
IMF highlighted the stark 
contrast between sub-Saha- 
ran Africa and east Asia. 
Average per capita incomes 
in Africa halved, in relative 
terms from 14 per cent of the 
industrial country level in 
1965 to 7 per cent in 1995. 

Over the same period, four 
of Asia’s newly-industria- 
lised economies increased 
per capita incomes from 18 
per cent to 66 per cent of 
industrial country levels, 
while other Asian economies 
also reduced the gap. espe- 
cially in the decade to 1995. 

And while a growing num- 
ber of sub-Saharan econo- 
mies are recovering, they are 
not yet growing in the sense 



of breaking new ground. As 
the World Bank has shown, 
if per capita incomes in sub- 
Saharan Attica continue to 
grow l per cent annually, 
they would be no higher in 
2006 than in 1SS2. and 5 per 
cent lower than in 1974. 

“The coming decade would 
only represent the recovery 
of ground lost over 20 
years,” says the Bank's 1997 
Global Economic Prospects. 

Furthermore, economists 
argue that Africa needs a 
sharp increase in levels of 
investment if growth is not 
to subside. 

But African countries with 
per capita incomes of some 
5500 a year will not save 
enough to boost investment 
to the levels necessary. 
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HELLENIC TELECOMMUNICATIONS 
ORGANISATION S.A. 

ANNOUNCEMENT 

CONCERNING THE DISTRIBUTION 
OF AN EXTRAORDINARY DIVIDEND 

1. The Board of Directors of OTE S.A., in accordance with 
its Resolution No. 2554 of 26-3-98 and article 46 of Law 
2190/1920, is distributing an extraordinary dividend, for 
fiscal year 1997, of one hundred and ten (110) drachmas 
per share to shareholders in possession of OTE shares on 
26/3/98. 

2. As of 24-4-98, eligible shareholders may collect this 
dividend from any branch of the National Bank of Greece 
on presentation of valid identification or legal 
authorisation, together with the letter received from OTE 
S.A. announcing the dividend. If this letter has not been 
received by 22-4-98, eligible shareholders may apply to 
the OTE Shareholder Services Department at 15 Stadiou 
Street, Athens, tel. (301) 3243638, 3243678, 3243549 and 
3243523. 


Athens, March 26, 1998 


By order of the Board of Directors 
GEORGE CHRYSSOLOURIS 
Managing Director 


meaning that foreign capital 
is crucial to sustaining the 
higher GDP growth rates 
many African countries are 
now achieving. 

In recent years sub-Saha- 
ran Attica's share of global 
foreign direct investment 
has been both tiny and 
dedining - down to 3.3 per 
cent of all developing coun- 
try inflows in the mid-1990s 
from 6 per cent in the latter 
half of the 1980s. 

The flows are also highly 
concentrated, with about 70 
per cent going to Angola. 
Nigeria, Ghana and South 
Africa, principally in min- 
ing. 

Far from accelerating in 
1998 as the White House con- 
fidentially predicts. African 


growth is likely to slow, 
reflecting the sharp fell in 
tiie price of its chief export, 
ail. a slowdown in foreign 
direct investment in the 

g akp nf Adaw rrlsk and 

a gg ress i ve competition from 
Asian exporters exploiting 
the cost advantages result- 
ing from currency depreda- 
tion. 

And while President elm- 
ton’s visit may. weS succeed 
in raising Africa's profile 
with US and global inves- 
tors, encouraging them to re- 
rate Africa as an investment 
risk, a World Bank official 
offers ins own health warm- 
ing: “Be cairful about over-: 
qptmnsm - don't downplay 
the good news, but don’t 
oversell it”. 


Morocco 
to seek 
foreign 
investors 

to London 


Morocco’s new government 
plans to push harder to 
attract foreign investment as 
a way of easing social hard- 
ship without relaxing spend- 
ing curbs. 

The first government m 
Morocco to be led by parties 

in opposition since indepen- 
dence, took over this month 

anM high expectations for 

Morocco’s economic 
wfa n m have yet to translate 
into benefits for the popular 
tion ariJ ifre new govern- 
ment's rh«Ti«mgP is to accel- 
erate growth hr an economy 
with urban, unemployment 
of Ifipff cs&L 

Fathallah Oualalou, the 
new finance and economy 
minister, gpffi the promised 
I'ia tr yi would ctsoe through 
better management of the 
nrfmn my rather than a shift 
in economic poficy. 

He believes that a govern- 
ment mare representative of 
tire Moroccan electorate is 
better placed to tackle the 
bloated administration and 

reform a falling education 
syste m and inadequate jus- 
tice system. 

The key to the success of 
Morocco's agreement with 
the European Union, which 
would bring it Into a free 
trade zone with the EU by 
2010 , is substituting the lost 
government revenue and 
public investment with for- 
eign direct investment (FDI). 
After a more than twofold 
rise In fo reign direct invest- 
ment last year to $l- 2 bn, 
Morocco is expecting an 
even larger share oTFDI this 
year, according to Mr Oual- 
alou. This should partly be 
achieved through privatisa- 
tion of the telecoms sector, 
starting with the award of a 
private mobile phone 
licence. 


Morocco's, stalled privati- 
sation p rogr a mme has suf- 
fered because of disputes 
between the finance and pri- 
vatisation ministries. But Mr 
Oualalou says such prob- 
lems could be avoided with 
the arrival of a strong prime 
minister to arbitrate. 


El Nino 





ByfaBces 


The El Ni.fio weatfear 
phenomenon; which hw 
brought drought and fkndfl 
to.many ports of the tropics, 
also caused one of the balmi- 
est Februarys on record in 
Europe North America, 
according to the World Mete- 
orological Organisation 
- The northern hem i sphe re 
is TTPicfa less affected- by B 
Nifio than tropical anas,, so. 
the noticeable impact this 
year is an indication of “how 
unusually strong this B1 
Nifto event is”, the WMO 
says' today in its latest El 
Niflo review. 

Warm tropical air pulled, 
into the north produced the 
warmest air t e m pe rature 
over l»«d since -1950, while 
the combined air tempera- 
ture over land and sea was 
0.75 degrees centi grade 
above normal, the biggest 
departure from the 1961-90 
normal for any month since 
at least 1856. The US was 
also exceptionally wet. 
experiencing the third high- 
est -rainfall- .for February, 
since 1895. 

Weather experts expect 
the pool of abnormally warm 
water in the southern Pacific . 
to shrink between now and 
May, with -a. return to nor- 
mal conditions from June. 
However, the WMO warns 
that until then California 
and southern US states fece 
more violent storms, while 
drought will persist in 
TTuiwiftriw the northern part 
of South America. ' and 
southern Africa. - . 

Brazil, where forest fires 
are burning out of control in 
the drought-struck north, 
has warned farmers in the 
south to be prepared for 
heavy, rain during the har- 
vest period from March 
through July. — 

The El Nfcflo weather 
event, which disrupts nor- 
mal weather patterns, occurs 
every, few years but it. 
appears to be increasing in 
strength and frequency, 
prompting speculation that 
there may be a link with 
global warming: 


Algerian forces kill 100 rebels 


By Route Xhafcf ta London 

Algerian security forces 
have killed more than 100 
armed rebels in a week-long 
offensive in western Algeria, 
a newspaper close to the 
government said yesterday. 

The military operation, in 
the OUATSenis Tnmmtarn in 
the western province of Reli- 
zane, 270km from Algiers 
and site of some of the worse 
massacres of civilians earlier 


this year, began last Tues- 
day, according to Ftench-Ian* 
gnage daily L'Authcntique. 

The latest offensive fol- 
lows some of the most brutal 
attacks against civilians 
since a series of massacres 
in January left more than 
1,000 people dead. According 
to security forces, armed 
groups sl aug h ter ed 20 adults 
and 27 children last Thurs- 
day night in the region of 
DjebCa, 250km south of 


Algiers. Women and children 
were repeated to have been 
hacked to death with knives 
and axes. Houses were 
burned and four women 
abducted, newspapers said. 

The latest killings came as 
France’s employers federa- 
tion wrapped up a three-day 
visit to Algiers in which it 
promised to step up invest- 
ment in the forma- French 
colony. 

The 14-member delegation 


included representatives 
from leading French compa- 
nies and banks, including 
Bouygues, GEC Alsthom. 
BNP. and Societe -Generale. 
Francois Perigot, head of the 
delegation, expressed confi- 
dence in the stability of the 
Algerian economy and said 
France’s position as the 
Algeria's main trade partner 
could be enhanced through 
French investments in 
Algeria. 


INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade figures m* given in biEons of Ewcpaan curency units (Ecu}. The Ecu 
e x change rata is an Max with T 990=100. 


a»rfwge rate shows the number of national currency irtts per Ecu. The nominal ofloome 
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CLINTON INVESTIGATION 

Court move 
adds to 
probe delay 

By mark Suzman hi Washington would bave been a key wit- 


THE AMERICAS 


The US Supreme Court 
yesterday agreed to consider 
whether prosecutors investi- 
gating President Bfll Clinton 
are entitled to scrutinise 
notes taken by the lawyer 
for a presidential aide who 
committed suicide. 

Hie move, which will add 
further to the delays affect- 
ing prosecutors’ wide-rang- 
ing investigations of the 
president, concerns notes of 
a 1993 conversation between 
Vincent Foster, a close asso- 
ciate of Mr Clinton and his 
wife Hillary from Arkansas 
who became a senior White 
House adviser, and James 
Hamilton, his lawyer. 

Mr Foster killed himself 
soon after the meeting, and 
Kenneth Starr, the indepen- 
dent counsel leading investi- 
gations into the White 
House, subpoenaed the docu- 
ments in 1995. However, Mr 
Hamilton has refused to 
hand them over, arguing 
that the record of the talk 
remains protected under 
attorney-client privilege. 

Mi- Starr says Mr Foster 


would have been a key wit- 
ness in the investigations 
and that the notes contain 
factual information which 
would have been given in 
testimony to the grand jury. 
In criminal cases such notes 
are normally allowed to be 
used by prosecutors, and Mr 
Starr believes they ctmtain 
information relevant to Mis 
Clinton’s role in the contro- 
versial firing of the White 
House travel staff. 

Al thou gh a federal judge 
tnWnViy ruled in Mr Hamil- 
ton's favour, the court of 
appeals overturned that 
judgment. However, the 
Supreme Court’s decision to 
take up the case now means 
that, even if the ruling is 
upheld, prosecutors will not 
have access to the docu- 
ments until the middle of 
next year at the earliest. 

The court's intervention 
fMTne as the justices: began 
hearing oral arguments on 
another closely watched 
case, concerning whether 
people with Aids are pro- 
tected by the Americans 
with Disabilities Act, which 
prohibits discrimination 



rntMS ATTEMPT TO INCREASE REVENUE FROM 

' : . — r— 



By Kaa Wan 1 b Bombs Aim? . 

Argentine companies are up 
in arms about tbe govem- 
ment’s tmr xeforin prpppaajs 
and haw 'taken out ne wspa - ' 
per advertisements attacking 
the by Presir 

dent C&riai Menem on Fri- 

Nawtiwyafan totakSTUieif - 
fratt le against the reforms to, 
Congress. No wonder, offi- 
cials mutter under their 
breath - most companies try 
their himfek not to-pay any 
tares at aB- ; 

The package is g- e nnwr - 
stone of the structural 
r g ftw i n a to vffiftshAigefitina 
is committed 1 under the 
terms of its three-year *23bn 


an effort to stimtSate job ere- 

-g awmiiurt lne dbtortitps m 
fhft f flv law which subsidise 


Kwmeth Starr: betoves Foster would have been lay witness 


against the handicapped. 

Under the act, disabled 
people can demand equal 
service in areas of “public 
accommodation’’ such as cin- 
emas and doctors’ offices. 

The case concerns a den- 
tist who refused to treat a 
woman carrying the HXV- 
virus. which causes Aids, 
unless be could carry out the 
procedure In a hospital with 
special precautions to pre- 


vent transmission of the dis- 
ease. The court’s decision, 
expected later this year, 
could have huge implica- 
tions for how medical practi- 
tioners, employers and other 
professional groupings deal 
with the estimated lm HIV- 
posrtivie Americans. 

Supported by the Clinton 
administration, lawyers for 
the patient are arguing that 
Aids qualifies as a disability 


because it impairs the suffer- 
er’s ability to have children 
for fear of passing the dis- 
ease on to babies. In forms of 
the act, a disability is any 
impairment of any “major 
life activity”. 

However, lawyers for the 
dentist, supported by the 
140,000-member American 
Dental Association, are argu- 
ing that Aids does not qual- 
ify- 


| in February with the In t e r - 
national Monetary. Fund. An 
IMF toam arrived in Buenos 
Aires yesterday to review 
the economy and progress 
on structural change. 

The tax reforms, which are 
i ntgmtod to be balanced and 
revenue neutral, had three 
wrin aims, said Pablo Gui- 
dertti. treasury secretary. 
They are: 

• Cutting unemployment 
from its present 13.7 p er cen t 
*nd improving competitive- 
ness. The 22 per cent tax on 
labour met by companies 
will be cut by 65 points in 


'• Reducing tarit* evasion, 
which is ‘ estimated at 
between 40 and 50 per cent- 

FWghgr taxes ’ an tobacco, 
a V-ohoi and soft-drinks have 
brought the loudest protests 
from industry. Vafoe added 
tax (VAT) win also be 
imposed for the first time on 
cable ■ television, health 
insurance, advertising und 
printed publications, excep t 
for newspapers. The prevail- 
ing VAT rate of 21 per cent 
will be halved on essential 
foods. J 

Taxes on company ana 
Individual earnings will rise 
from 38 to 35 per cent A tax 
; of 15 per cent is to be 
imp osed on interest pay- 
ments on borrowings 
through the bond markets, 
payable by the issuer, and 
on payments to other foreign 
lenders. 

Under current tax law, 
interest payments were tax 
exempt and deductible, pro- 
viding a subsidy to indebted- 
ness, said Mr GuidottL 
“Some of the problems in 
Asia have to do with tax 
incentives to debt. We see 
this as a distortion and want 
to eliminate it” 


There is evidence that 
many Argentine companies 
generate debt and interest 
payments to minimise 
tax liabilities. In the last fis- 
cal year paly 39 per cent of 

^mpanieB which presented 
tax declarations incurred 
any tax liability. Of the 1.600 
biggest contributors, only 
700 'registered a positive tax 

' Hobility . 

To pull the other 60 per 
cent into the tax net, the 
government plans both the 
tax on borrowings and a 1 
per cent tax on gross assets. 
It plan Hints to adopt OECD 
norms on transfer pricing to 
stop companies manipulat- 
ing their internal prices to 
cot tax liabilities. 
r Bond market investors 
have expressed concern that 
*Vm an bond interest pay- 
ments could trigger tax con- 
tingent clauses allowing 
Argentine bonds to be called 
at par. “Our legal advice is 
that these clauses would not 
be triggered and the tax will 
not generate changes in out- 
standing securities,” said Mr 
GuidottL . . 

Despite the opposition 
from business, Mr Guidotti 
is confi dant the main propos- 
als wffl be passed. He also 
the IMF team to be 
happy with economic prog- 


Call to cut trade impact on jobless 


By Nancy Dunne 
hi Washington 

The US should extend 
training and assistance to 
workers who lose their jobs 
as an indirect result of lost 
business through cheap 
imports, according to a 
report released by the Wash- 
ington-based Economic 
Strategy Institute yesterday . 

In a report, the ESI urges 
swifter action and enlarging 
the scope of assistance for 
the newly unemployed to 
include “secondary work- 
ers”. 

The report predicts 


increased worker displace- 
ment this year as the US 
market is flooded by imports 
in the wake of the Asian cur- 
rency crisis. US exports have 
already begun to fall as 
prices rise steeply in foreign 
markets. 

“Without some kind of 
programme it will be hard to 
pass fast track [negotiating 
authority] or any other kind 
of trade agreement," accord- 
ing to Howard Samuel, an 
author of the report and for- 
mer senior official at the 
AFL-CIO, the umbrella 
organisation for US u nions. 

Although the Republican- 


controlled Congress has 
been nn enthusiastic about 
trade initiatives this year, 
the House has passed Africa 
trade legislation and the 
Senate is likely to take it up. 

In addition, two federal 
trade adjustment pro- 
grammes are due to expire 
this year. They are likely to 
be reauthorised - or at least 
extended as it is an election 
year arid congressmen are 
unlikely to stand by and 
watch impo r ts soar or com- 
panies ' move production 
overseas without exten ding 
help to sacked workers. 

ESI suggests merging the 


two programmes. One, 
designed for the North 
American Free Trade Agree- 
ment, is for workers who 
have lost jobs because of 
imports or as a result of 
companies moving to Can- 
ada and Mexico. The other is 
a larger scheme for Jobs lost 
due to trade. 

In 1997, the programmes 
provided training to 150,000 
unemployed at a cost of 
$S00m-$120m for training 
and the rest for income sup- 
port 

Over the years, there have 
been shifts in the geographi- 
cal and industrial composi- 


tion of trade and its impact 
on workers. In the 1960s and 
1970s, the largest number of 
workers receiving benefits 
lost jobs in the steel or auto- 
motive industries in' the 
north and midwest. Since 
the early 1990s. most work- 
ers have come from the 
clothing and textile indus- 
tries in the south or 'south- 
east 

Other workers come from 
industries making electrical 
and transportation equip- 
ment, computers, medical 
equipment fabricated metal 
products and producing oil 
and gas. 


Low rates help lift sales of 
new homes to US record 


By Se ranl Bator hi Wash ington 

The lowest mortgage rates in 
four years, unseasonably 
warm weather and accelerat- 
ing income growth lifted 
new US home sales to a 
record last month, further, 
evidence that the economy 
to confound econo- 
mists* expectations of an 

rrmntruwit slowdown. 

ShIpk of new single-family 
homes jumped 45 per cent to 
a seasonally adjusted annual 
rate of 893,000, the Com- 
merce Department said yes- 





terday. It was the highest 
figure since sales began to 
be tracked In 1963. 

Sales were up overall by 12 
per cent in the first two 
months of 1998. 

Declining long-term inter- 
est rates have depressed the 
tost of mortgages in the past 
two months and many buy- 
ers have been propelled 
. towards the housing market 
by strcajg wage and salary 
increases and big gains in 
the stockinarket The warm- 
weat^er' effects of El ' Nifio 
have coirfributed to strength 




in the housing market 

The figures heighten the 
dilemma for the. Federal 
Reserve as it assesses the 
overall pace of economic 
growth in the first half of 
the year. The Fed’s policy- 
making open market com- 
mittee meets today to review 
developments and is expec- 
ted to leave interest rates 

prices paid for new homes 
continued to rise, with the 
median price paid last 
month, at $153,000. up 7 per 
cent on a year ago. 




HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. (OTE) 

Condensed Financial Statements 
Prepared under International Accounting Standards 
as of December 31, 1997 and 1996 
(in millions of Greek Drachmas) . 


BALANCE SHEETS 


Fixed Assets . 

Telecommunication Property. .Plant and Equipment 
Less: Accumulated Depreciation 


Investments 

Other non current assets 

Deferred income tax benefits 


Current Assets 
Cash and cash equivalents 
Accounts receivable 
Materials and supplies 
Other current assets 


3 LI 2 . 122 Z 

1.533.626 

(635.619? 

898.007 

189.275 

34.241 

63350 

286.866 

143.062 

233.153 

13310 

66.745 

456.470 


31.12 

1.390.990 

(539.028) 

851.962 


176.920 

8.184 

193.651 

10.728 

46.263 

258.826 


Shareholders' Investment 
Share Capital 
Pud in Surplus 

Reserves and retained earnings 


Subsidies, net of amortization 
Long-term debt 

Reserves for staff retirement and other employee benefits 

Other reserves and long-term liabilities 

Current Liabilities 
Rank loans and overdrafts 
Accounts payable 
Income taxes payable 
I Dividends 
Other current liabilities 


statements of operations 


Operating revenues 
Operating expenses 

Operating profit 

Financial, net 

Profit on sale of investment 
Olher, net 

Profit before income taxes 
Income taxes 

Net profit 


1341343 

1.287.708 

31.12.1997- 

3U2J3B6 

810399 

679.484 

(509.911) 

(405.883) 

300.688 

273-601 

2.949 

(2.730) 

11.000 

- 

(3,809) 

(5334) 

10340 

(8364) 

310.828 

264.937 

(113316) 

(93.131) 

197312 

17L806 


U.1L1W7 

340337 

239-143 

320-570 

899.950 

110.420 

128.081 

168.175 


9.938 

50.377 

66328 

100.061 

87374 

314.478 

L64L343 


MOVEMENT IN SHAREHOLDERS’ INVESTMENT 


Shareholders’ investment, W as previously reported 
Fixed asset register adjustment 

Shareholders’ investment, M as restated 

Net profit for the year 

Capital increase 

Paid in surplus, net of share issuance expenses 
Dividends declared 

j Shareholders’ investment, December 31 


31.12.199Z 

613.961 

0 

613.961 

197312 


164342 

-99.803 

899350 


31.12,1996 

316.499 

74.601 

222.861 

613.961 

111.036 

120.972 

162343 


25.492 
, 41310 
59328 
76.139 
61.684 

264.653 

1387.708 


31.12J996 

429.138 

-3.635 

425303 

171306 


-75.960 

613.%! 


, statutory and IAS financial statements 


relate to the accounting of staff retirement and other employee benefits, subsidies and deferred incomei 


The major differences between assel reg jster resulted to an adjustment of Drs. 3,635, which has been charged against the opening retained earnings. 


The finalization 


of the Organization 


The Chairman of the Board of Directors 
D Papouiias 


The Managing Director 
G Chrysolouris 


The Director General Finance 
Ch Karantzis 


The Director of Financial Services 
M Xenos 
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BIG BANG UBERAUSATON OF EQUITY TRADES IS LIKELY TO PROMPT A PRICE WAR AMONG BROKERS, BRINGING THE COST OF DEAUNG TO LEVELS NEARER THOSE OF LONDON AND. NEW YORK 


Japanese brokerages face fight for 


By BHBan Tett it Tokyo ■ 

Yosbmarl Hara, president of 
Daiwft Securities, is prepar- 
ing for battle. 

Tomorrow, commissions 
on equity trades over Y5Cm 
(¥384,000) will be liberalised, 
echoing the UK financial 
market reforms of 1986. “We 
expect to see a price war 
now," Mr Hara says. “We 

think rmmnlraftMiH could foil 
by 40 per cent,” 

Such a switch would mark 
a significant shift for Japan's 
protected brokerages. Com- 
missions on equity deals 


under Ylbn are now paid on 
a fixed scale, controlled by 
the government This has 
stipulated, for example, that 
deals worth Y50m, YiQOm 
and Y500m respectively com- 
mand commissions of 
Y272.500, Y385.000 and 
YLOta. 

What will happen tomor- 
row is unclear, because the 
newly competitive environ- 
ment is making brokers 
more secretive about the 
fees they will charge. What 
is dear, however, is that 
Japanese commissions are 
considerably h ig h er ♦han the 


market rates charged in Lon- 
don and New York- 
Large brokers such as 
Nomura and Merrill Lynch 
have already quietly 
suggested to their best cli- 
ents that they will offer a 
new flat fee of Y272£00 for 
deals between Y50m and 
around Yl30m after April l. 
The Y272£00 charge is sig- 
nificant because it is the 
fixed rate for Y50m deals - 
and thus the biggest dis- 
count that can be offered 
until deals below YSGm are 
liberalised as well 
The brokers deny fids will 


be a blanket policy. And 
some foreign houses hope to 
avoid sharp cuts by offering 
value-added services, such as 
better research. However, 
such cuts will force smaller 
brokers to follow suit; com- 
panies such as Universal 
Securities and Maras an 
Securities are already prom- 
ising the Y272.500 flat foe. 

Such steps have delighted 
the brokers' clients - and 
provided a graphic Illustra- 
tion or how Big Bang is 

bringing in new competition. 

It remains to be seen 
whether Tokyo will repeat 


the experience of London,- 
and see a rapid wave of clo- 
sures and mergers after such 
price falls. 

Certainly, many brokers 
seem ill-prepared to cope 
with the loss of revenue. 
Equity commissions repre- 
sent more than SO per cart of 
revenues at second-tier bro- 
kers such as Okasan. Wako 
and Kankaku. Five second- 
tier brokers have reported 
losses for six consecutive 
years. And though many 
brokers hope that higher 
stock market volumes will 
offset the price cuts, there 


smaller commissions 


Mr Hara. for example. 


seems little sign of a surge 
in trading levels yet 
But in one respect Tokyo's 
reforms differ 'from London’s 
changes. For though the UK 
deregulation occurred in a 
stride blow, commissions on 


1999. Thus tomorrow’s 
changes will only affect a 
small portion of the market 
Small Japanese brokers, 


over Y50m offshore in recent 
years, at market rates. And 
even Daiwa says that only 
YIQbn of the YTCbn revenues 
it received In the 1907 fiscal 


our revenues by only Y4bn 
or so," Mr Hara says. 

This might soften the blow 
tomorrow, but the pain has 
only bear deferred a year. 


wants to double retail assets 
under management from 
Y9.00Q&B to Y18.QQ0bn before 
2001 to offeet any revalue 
loss. Indeed, by 20 01 he 
expects commission to re pre- 
sent just 30 per c ent o f total 
revenues - down froan 54 per 
cent now. 

But many weaker brokers 
do not have the skills to 
attempt such a radical 
switch in their business 
base, “i think there will be a 
shak e-out,** says Mr Hara. 
“Companies without a strat- 
egy will not survive." 


for example, draw most busi- 
ness from trades under and brokers are already 
YSOxel The largest western scrambling to develop alter- 
and Japanese brokers have native strategies before full 
been conducting some trades liberalisation in 1999. 


year from equity commis- 
sions' will be affected by 
deals under YSOm in Japan tomorrow’s reforms. “I think 
will not be liberalised until tomorrow's changes will cut 


Not so much a 
Big Bang, more 


a series 

By Gttan Tett 


London has done it So has 
New York. Now it is Tokyo's 
turn to experience financial 
deregulation. 

That at least is the rheto- 
ric surrounding the Japa- 
nese government's “Big 
Bang" which officially starts 
tomorrow. 

Far 18 months after Byu- 
taro Hashimoto, prime min- 
ister, first pledged to reform 
Japan’s protected fmanriai 
system, on April l two key 
changes will occur; foreign 
exchange controls will be 
Largely removed, and stock 
brokerage commissions 
partly liberalised. 

Such changes have great 

higlnncaT d gnifiwinpfl Simi- 
lar re f m-mq in the UK 
US in the 1970s and 1980s 
helpe d trigger the financial 

revolution seen In London 
and New York during the 
last decade. 

Tomorrow's Changes could 
also be powerful catalysts 
for change in Japan. 

Liberalising brokerage 
commissions, for example, 
could force a shakeout of 
the country's brokers. 
Removing controls on for- 
eign exchange deals could 
trigger capital fli g ht , mVi»ag 
Japanese companies make 


of pops 

themselves as attractive as 
overseas competitors.. 

But tomorrow is only the 
start. For though the project 
has been called a Big Bang - 
the ni ckname given to Lon- 
don’s 1986 deregulation of 
the securities market - in 
practice it will operate more 
like a series of “pops". 

One reason is that the 
timetable stretches from 
now until 2001. The other is 
that Japan's Big Bang is 
much broader than the UK 
reforms. Mr Hashimoto has 
not simply pledged to 
deregulate the securities 
markets - but also to find a 
more efficient way for the 
country to use Ita 
Yl,200,000bn ($9 ,200b n) 

savings, and make Tokyo a 
more competitive financial 
centre. Thus Big Bang 
affects not only brokers, but 
banking and insurance as 
well. 

Later this year, for exam- 
ple, banks and brokers will 
be allowed to form holding 
companies, banks to sell 
mutual funds and brokers to 
offer quasi-bank accounts. In 
1999 banks and brokers will 
be permitted to compete 
with each other. In 2901 the 
same freedoms will be 
applied to insurance compa- 
nies. And before 2001, new 



Fingers crossed as 
yen curbs end 

Gillian Tett reports on a debate about the 
possibility of a large-scale exit of capital 


Oatstaming value of DOD-yw investment trust bend assets 
Qffftre finds 
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financial instruments, such 
as derivatives, will be per- 
mitted in Japan. 

In theory, such measures 
could transform the coun- 
try’s financial sector. 
Savings could move from 
low-yielding hank deposits 
into mutual funds. Tokyo 
could win back some finan- 


■vaotaM vta W 0 inw tfnmftv 

dal business it has lost to 
New York and London in 
recent years. The capital and 
equity markets could surge. 

But in practice - with, for 
example, regulation still 
inadequate, and the national 
postal savings system imre- 
formed - huge obstacles still 
dog the prog ramm e 


T omorrow In the 
branches of Japan's 
Bank of Tokyo-Mitsubi- 
shla subtle change will take 
place. For the first time the 
bank will allow customers to 
open foreign currency depos- 
its at normal retail banking 
counters, instead of a special 
department 

“It will make it much 
easier for customers,” 
explains Kenlchi Yoshino, at 
the international business 
development division at 
BTM, Japan's largest hank 
with roughly 25 per cent of 
foreign currency business. 

The change is one of many 
freedoms that win be ush- 
ered in by the removal of 
most foreign exchange con- 
trols tomorrow. The ques- 
tion now is what Impact 
these ref orms win have on 
Japan's retail and corporate 
banking business? 

Some observers axe 
already predicting a dra- 
matic capital fli g ht , as com- 
panies and consumers decide 
to use offshore firvmcini ser- 
vices and invest in non-yen 
instruments. George Curuby, 
an asset management ana- 
lyst, says: "I forecast that 
the public response to the 
dismantling of foreign 
exchange controls win be so 
startling the authorities will 
try to pat a brake on it” 


But others disagree. “I 
don’t think rt will really 

tnalra that murh difference 

overall," retorts Mr Yoshino, 
who insists the changes are 
not as radical as they seem. 

The disagreement arises 
partly because tomorrow's 
changes are very complex; 
One reform, for example, 
win remove the current rule 


tions worth more than YSm 
(¥38.400) have to receive 
prior government approval 
Another reform will allow 
Japanese companies to con- 
duct business in currencies 
other than yen within Japan. 
A third change will permit 
businesses other than hnntai 
to offer foreign exchange ser- 
vices. And later this year the 
legal status of “netting” win 
be confirmed. This is a prac- 
tice where companies can 
calculate the difference 


*■** UliM BMi 


shore financial services can 
offer cheaper services. These 
factors have already per- 
suaded some Japanese sav- 
ers -to invest in non-yen 
instr uments both on and off- 
shore, by using complex 
channels that existed even 
without . tomorrow’s reforms. 


T he amount invested in 
both onshore and off- 
shore foreign currency 
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tions over Y2m to be subse- 
quently reported to the tax 
authorities. This may deter 
some consumers. 

On the corporate side, the 
implications of the reforms 
are also complex. So far no 
retailers have said they want 
to establish foreign 
exchange businesses. How- 
ever, trading companies may 
move into the field. Mean- 
while, Mr Yoshino estimates 
that 100-200 companies will 
use netting, with “thou- 
sands” of companies 
choosing to conduct busi- 
ness in nan-yen currencies 
in Japan. 

This could cut corporate 
costs: government research 
in 1996 estimated such steps 
could save manufacturers 
Y175bn a year on foreign 
currency transactions. 

“The total pie of foreign 
exchange business will prob- 


between receivables and pay- 
ables and settle the balance 
- thus cutting their costs. 

The change receiving most 
media attention within 
Japan is the abolition of the 
approval system for cross- 
border transactions. This is 
important because it poten- 
tially makes it easier for 
companies and individuals 
to send money overseas. 

In theory, this could 
encourage Japanese savers 


band trusts, for example, has 
grown sharply in the last 
two years. Foreign currency 
deposits at the Tokyo office 
of Citibank, the US banking 
group, have doubled in the 
last year. And foreign 
currency deposits at BTM 
have also grown at a similar 
rate. 

. In any case, tomorrow's 
reforms have a catch; after 
April l, a new law will 
require cross-border transae- 


ably go down," says Mr 
Yoshino. “We will just have 
to offer more competitive 
services . ” 


that cross-border transac- 


to move their money. 
Returns on yen-based instru- 
ments are very low -and off- 


IND0NESIAN IMMIGRANTS MALAYSIA ASKED NOT TO TRY TO SEIZE THEM FROM REFUGEE AGENCY 


‘Refugees’ crash truck into UN compound 


By SMa MdtaAy 

hi Koala Lumpur 


Fourteen Illegal Indonesian 
immigrants, claiming to be 
political refugees from 
Indonesia's Aceh indepen- 
dence movement, drove a 
truck through the gates of 
the UN refugee agency’s 
office in Kuala Lumpur yes- 
terday seeking asylum from 
forced deportation. 

The incident added to ten- 
sions heightened last week 
when thousands of illegal 
Indonesian immigrants, 
many also claiming to he 


from Aceh in north Sumatra 
staged a bloody riot to pro- 
test at being sent home from 
Malaysia. Eight protesters 
and one police officer died In 
the confrontation. A total of 
1,168 escaped, though the 
authorities rounded up most 
by nightfall. 

Judith Kumin, spokes- 
woman for the UN High 
Commissioner for Refugees* 
in Geneva, said the agency 
had asked the authorities 
not to seize the Indonesians 
from its compound. UNHCR 
Is examining the cases of the 
men, who say they escaped 


from the camps and fear per- 
secution if they are returned 
to Indonesia. 

If the UNHCR* determines 
the men are refugees, Ms 
Kumin said it will ask the 
Malaysian authorities to 
respect that classification 
and seek a long-term solu- 
tion. The incident mirrors 
one In the early 1990s. The 
agency said several Aceh- 
nese took sanctuary in the 
UNHCR compound, where 
they stayed far two and a 
half years until Malaysia 
granted them temporary per- 
mits to stay. 


Amnesty International and 
Malaysia’s opposition called 
on the authorities to differ- 
entiate between economic 
immigrants and political ref- 
ugees. Amnesty Interna- 
tional said inco mmuni cado 
detention, torture, extrajudi- 
cial executions and disap- 
pearances continued to be 
reported in Aceh province 
and that some Acehnese 
may be at risk if returned. 

“Fair enough if they want 
to deport illegal immigrants, 
but why send people to their 
death? That distinction 
should be made,” said Lim 


Goan Eng, Malaysian opposi- 
tion MP. 

The Malaysian authorities 
fear the regional downturn 
will make it difficult for 
immigrants to find work and 
thus turn them to crime, but 
is wary of granting the 
Acehnese refugee status for 
fear of angering Indonesia. 

The Acehnese movement 
accused the authorities of 
targeting Its people for 
deportation; poisoning camp 
detainees to render many 
unconscious while police 
attacked with automatic 
weapons. “We strongly con-" 


d emn this barbaric act,” the 
group said. 

While most of the Malay- 
sian authorities denied tar- 
geting the Ache people, oth- 
ers, like the deputy minister 
in the home ministry, Tajol 
Rosh Ghazali, were quoted 
as saying that the latest 
round of deportations aimed 
to do just that . 

Malaysia’s proximity to 
Indonesia makes it the prime 
target of the thousands flee- 
ing Indonesia's economic cri- 
sis. More than 10,000 Indo- 
nesians were in camps when 
the riots broke out 


CURRENCY SUFFERSNZ$ 20 PER CENT LOWER THAN 15 MONTHS AGO 

NZ faces up to slower 

and exports 


Ranariddh back 
in Phnom Penh 
for elections 


growth 

By Tarry Hal In WeOngton 


New Zealand's balance of 
payments position is deter- 
iorating rapidly, reflecting 
its heavy reliance on trade 
with Asia which has been 
taking 37 par cent of exports. 
Latest statistics also show 
that economic growth is 
slowing with gross domestic 
product falling to 2.3 per 
cent for the 12 wMiwthn to 
December, the slowest rate 
for four years. 

The current account defi- 
cit widened to 7.7 per cent of 
GDP. or NZT^bn (USH2tm) 
for the calendar year to 
December, Statistics New 
Zealand said. This was up 
from the deficit of N2$3.6bn, 
or 3.5 per cent in the 12 
months to December 1996. 

The Reserve Bank had 
been warning since late last 
year that the current 
account deficit was widen- 
ing, but the figure was 
hi giw than the 7 per cent 
widely expected. 

However, the slowdown in 
GDP was expected and was a 
factor In the Reserve Bank's 
decision to ease monetary 
policy earlier this month, a 
move that is expected to see 
growth pick up again later 
this year. GDP has been 
slowing since 1994 when the 
Reserve Bank acted to 
tighten monetary policy 
after growth reached 6.6 per 
cent 

Financial markets 


responded to news of the 
worsening current account 
deficit on Friday by pushing 
the New Zealand dollar 
down, and short-term inter- 
est rates up marginally. But 
there was a more muted 
response following yester- 
day’s release of the GDP fig- 
ures. 

Westpac chief economist 
Be van Graham said that the 
markets had been factoring 
In expectations of worsening 
figures for some time, and 


this was reflected In the 
recent sharp fall in the value 
of the New Zealand dollar - 
which had fallen by 20 per 
cent since its peak 15 
months ago. 

Much of the problem was 
because the New Zealand 
dollar had been overvalued 
for too long, and this encour- 
aged imports at the expense 
of exports. 

Recent currency changes, 
which both the government 
and the Reserve Bank expect 
will bolster exports, are 
expected to lead to a gradual 
shrinkage in the size of the 
deficit However most pri- 
vate sector economists 
expect it to remain, between 


7-5 per cent and 8 per cent of 
GDP this calendar year as 
New Zealand exporters 
struggle with the Asian cri- 
sis. The most severe impact 
from Asia is expected to 
occur in the current quarter. 

Latest merchandise trade 
figures show that trade with 
Indonesia fell by 60 per cent 
last month to NZ$39m while 
those to South Korea were 
down 44 per cent to NZ$131m 
from NZ$234m in the compa- 
rable month of last year. 


International investors 
appear to be sanguine about 
the worsening balance of 
payments position because 
much of it relates to private 
borrowing by overseas 
owned banks for housing 
and related investment pur- 
poses, and the government la 
running a surplus. 

The government yesterday 
announced a much higher 
than expected operating sur- 
plus of NZ$2.19bn. Stephen 
TopHs, a leading economist 
said this suggested that the 
budget would show a sur- 
plus of N252bn - half a bil- 
lion better than the treasury 
had forecast for the year to 
Mar ch 


By Ted Bantadu in Bmgkok 

Cambodia’s ousted first 
prime minister. Prince Noro- 
dom Ranariddh, returned to 
Phnom Penh yesterday, 
pledging to reorganise his 
shattered royalist party Fun- 
clnpec in preparation for the 
country’s general election in 
July. 

Prince Ranariddh had 
been in self-imposed exile for 
the past nine months, hav- 
ing fled Cambodia days 
before troqps loyal to Hun 
Sen, the second prime minis- 
ter, engineered a violent 
coup. 

Prince Ranariddh was sub- 
sequently replaced as co-pre- 
mier, the C amb odian govern- 
ment’s scat at the United 
Nations was temporarily 
suspended, the Association 
of South East Asian Nations 
(Asean) reversed a plan to 
grant Cambodia member- 
ship. investment dried up 
and crucial foreign aid was 
scaled back. 

The prince’s return Is the 
latest step in a Japanese-bro- 
kered plan aimed at ensur- 
ing “free and fair” elections. 

“The road [to elections] 
will be tedious, bloody and 
confusing * said one diplo- 
mat. The tedious part is 
likely to surround the elabo- 
rate technicalities of the Jap- 
anese plan, which got the 
prince home by having him 
convicted in a Hun Sen-con- 


trolled court on charges of 
arms smngghog and collud- 
ing with the Khmer Rouge 
insurgents. 

The prince's sister then 
requested a pardon, subse- 
quently granted from Beijing 
by the prince’s Hatha-, King 
Norodom Sihanouk. Siha- 
nouk granted the pardon 
after Hun Sen agreed to back 
the request 

Now Prince Ranariddh 
must negotiate a ceasefire 
between government forces 
and troops, holed up in a 
landmine-guarded enclave 
on the Thai border, who still 
support him. 


he left a party meeting. 

He Is the second Funcin- 
pec mili tary official In as 
many weOks to be killed; at 
least 43 Fundnpec officials 



Ra nariddh: supporters kVed 


hurdles needed to be over- 
come to ensure free and fair 
elections, such as seriously 


of the country. 

The prince, who says his 
participation in the election 


is a litmus test for democ- 
racy, has . come under 
met extrajudicial deaths in increasing criticism lntema- 
the wake of last year's coup. tionaHy fen- his mediocre pa- 
according to the UN. formant® while in office and 

None of those killings has as upposttibn leader. - 
been solved. Yesterday, . He plans to return to his 

Human Rights Watch said residence in Bangkok, after 
the return of Prince Ranar- only four days in Cambodia. 

iddh was “Important”- but- „„ 

that "other fundamental Observer, Page 17 


The markets had been factoring in 
expectations of worsening 
figures for some time 


addressing mounting politi- 
Such a ceasefire must be ' cal violence and lack of an 
in place before the prince independent judiciary, 
can be eligible to take part The confusion reigns on a 
In the elections. number of fronts. Rumbhiigs 

The blood, as Is often the of dissent within the Khmer 
case in war-ten Cambodia. Ronge guerrilla group has 
has already been spilled. On exploded into open conflict 
Saturday, Colonel Chea over the past few days, com- 
Vutha, head of a military plica ting the political and 
training school and a Fun- security situation in the 
rfnpec loyalist, was killed as northern and western parts 


y-.-fi NEWS DIGEST 

AUSTRALIAN TELECOMMUNICATIONS 


Telstra bidders warned of 
big fines for poor service 

The Australian federal gover nm ent yesterday th rea tened 
telecommunications operators with tine® of up to A$10m 
(US$0.7m) for poor service as port of Ks campaign to push 
through legislation on the A$40bn privatisation of the remaining 
two-thfrds of Telstra, the largest carrier. 

The legislation could could become yet another trigger to a dis- 
solution erf both houses of parliament as the Senate prepares to 
debate for a second tone two other crucial bills. The controversial 
Wlk Native Title Amendment BUI, be debated In the Senate 
tomorrow Is also seen as a possible dissolution trigger because 
of opposition from Brian Hairadne, T a smanian Independent sena- 
tor, who holds the balance of power In the upper house. 

Senator Harradtne has also voiced concern about the Telstra 
sale, siding with the opposition and government members from 
rnrsi arses. They say Canberra cannot guarantee a good service 
to customers In Australia’s regional and rural areas once Telstra 
is folly privatised. However, the finance minister, John Fahey, said 
telephone companies would face heavy fines for not complying 
with strict service targets. Marie MuUgBtt, Sydney 


JAPANESE ECONOMY 


Indusby output falls by 3.3% 

Japan's manufacturing and mining industries posted very poor 
production, shipment and Inventory data In February. Production 
dropped a worse than expected 3.3 per oent compared with Jan- 
uary, whfle shipments fed 3.6 per cent In spite of these cute, 
inventories continued their relentless rise, up 0-5 per cent the 
fourth consecutive month of Increases. 

The Inventory figures were particularly worrying. The Inventory 
to shipments ratio, which gives an indication of fotLre production 
trends, reached 127 - the highest level since May 1975. As a 
restit the ministry of international trade and Industry warned that 
H had changed its mind about output growth, and that it expec- 
ted production would fall again, by Z5 per cent In both March 
and AprB. Brokers HSBC said ttes Implied production would 
decline 15 per cent quarter on quarter during the first ttvee . 
months, making It the fourth consecutive quarter of negative out- 
put growth. 

ING Barings, the normally huffish broker, conceded the overall 
figures were ‘■clearly terrible". It blamed a collapse in overseas 
demand, caused by the Asian crisis. The yim data, which wets a 
factor In 2.8 per cent tumble of the benchmark Nikkei 225 index 
to 16,263, are likely to bring further pressure on Ryutwo Hashi- 
moto, the prime minister, to take further measures to hnnet the 
country's recession-ridden economy. Paul Abrahams, Tokyo 


VIETNAMESE GROWTH 


Hanoi sticks to 9% target 

Vietnam wffl stick to a growth target of a per cent for this yi 
official newspapers said yesterday, in spite of a marked sky 
down In experts and warnings from western economists the 
level at least three percentage points lower is more likely, 
U1 Van Cu, head erf the government's cabinet office, a ri a 
edged Vietnam was “finding it hard to achieve Its sodo-eco 
targets for 1998”, largely because of the regional financial c 
- but said there would be no changes. 

Bcport earnings have faflen in the wake of devaluations b 
Hariris competitors fin the region. The country's foreign exch 

reserves have sfipped for the post two consecutive months 

govonment revenues are down. Hanoi is dinging to the 9 p 
cent target because it was set at a landmark Communist ps 
congress Jn-1996 and can not be revised without aignfffcam 
cal embarrassment Jeremy Grant Hanoi 













' • r . • ri : 1 0 rs w arned i 

fc a*v> K i i-- ^ 

_ r TCf QOOf S6^ 

r ; >. : *< ' ‘ v ‘ i 





technology 


Changes 


is vital to business and your success depends upon you taking advantage 

of itgBS in way mat we conduct business means that if you are connected 

to a computer network, you are almost certainly reliant on traditional router technology 
that has become stretched beyond its capabilities. Bi performance from your 
technology is essential to help you meet your business objectives. BSyour company 
at the leading edge of technological advances with 3Com's enterprise switching 
solutions, which enables your network to perform increasingly complex requirements, 
giving you an edge over your competition. QQ to date information on all 3Com 
technology solutions can be yours - just get your IT specialist to visit our web site at 

www.muchfasterthanrouters.3com.com 


www.muchfasterthanrouters.3com.com 
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LONDON PROPERTY MOVE TO DOCKLANDS SITE IS MOST SIGNIFICANT DEFECTION BY FINANCIAL SERVICES COMPANY 


HSBC shuns City in $835m relocation 


By Noma CoHeo, 

Property C o rre sp ondent 

HSBC Holdings plans to 
move from the City of Lon- 
don into a £500m ($835m) 
headquarters of 100.000 sq m 
at Canary Wharf to consoli- 
date its banking and insur- 
ance activities in one site. 

The move is the most sig- 
nificant defection by a finan- 
cial services company from 
the City, and a boost to 
Canary Wharf in the Dock- 
lands district some Rkm east 
of the City. 


The building at Canary 
Wharf, expected to be com- 
pleted in late 2001 at a cost 
of £600m, will be 210 metres 
high, the tallest in London 
since the Canary Wharf 
tower was built It will be 41 
storeys with a four-storey 
podium, and will house 
roughly R000 Staff. 

HSBC said yesterday its 
relocation eastward was 
prompted by the lack of 
similar-sized buildings in the 
City. There just wasn’t a 
building which would have 
allowed the integration of all 


our divisions,'’ an HSBC 
spokesman said. 

The new building will 
house the bank’s commercial 
and investment banking 
businesses. treasury 
operations and its insurance 
businesses, as well as a 
50.000 sq ft trading floor. 

The owners of the Canary 
Wharf complex decided last 
November to resume specu- 
lative development on the 
site aimed at tripling the size 
of the complex within seven 
years. The decision by 
Canary Wharf Ltd, of which 


Paul Keichmann is executive 
chairman, was the most 
ambitious property develop- 
ment in the UK since the 
recession of the early 1990s 
which caused the collapse of 
some of the largest property 
groups. They included Olym- 
pia & York, the Redchmann 
family's Toronto-based com- 
pany. 

HSBC said yesterday it 
would retain its historic Mid- 
land rtATite headquarters 
near the Bank of En gland in 
the City, although it' will 
simply operate as a branch. 


Midland Bank's executive 
offices will move to Canary 
Wharf. 

Mark McAlister, partner at 
property consultants Rich- 
ard Hite , agents for Canary 
Wharf, said the move 
reflected high demand for 

modern office space in Lon- 
don. “Where else in the City 
can you get Llm square feet 
of space? With vacancy rates 
below 5 per cent, it’s just not 
possible.' 1 

The Corporation of Lon- 
don, the municipal authority 
for the City, has tried bard 


to encourage redevelopment 
of City property. It said it 
believed it had largely suc- 
ceeded In retaining interna- 
tional banks. 

The existing 45m sq foot 
Canary Wharf is currently 98 
per cent leased with con- 
struction under way for a 
further 335,000 sq ft for Citi- 
bank and Credit Suisse First 
Boston. Construction will 
also begin shortly on a 
188,000 sq ft speculative 
development Total employ- 
ees at Canary Wharf will 
exceed 30,000 by 200L 


Boardrooms’ millennium 
mood swings to positive 

As the deadline approaches, more companies are planning their 
special contributions to the celebrations, Brian Groom writes 


A year ago many company 
executives viewed the 
millffnnlnm nelehra tfons 

with suspicion. They feared 
they would be accused of 
crassness if they jumped on 
the bandwagon by adding 
the word “millennium” to 
anything that sells. 

Ncrw the mood is chang- 
ing. An analysis of Britain’s 
20 biggest companies shows 
that nearly two-thirds are 
working on plans for the mil- 
lennium. while others are 
thinking bard about whether 
to get involved. 

In part this is because the 
deadline is approaching. 
There has been a shift of 
mood over the past two 
months. The initiatives go 
beyond the issue of whether 
to sponsor the Millennium 
Dome in southeast London. 
Companies are preparing 
their own community and 
marketing projects. 

It was different last July 
when Abbot Mead Vickers, 
the advertising and market- 
ing services group, delivered 
a presentation. It was a com- 
plex message for companies 
to absorb: the millenni um 
could bring c omm ercial ben- 
efits, as long as they avoided 
fuelling public cynicism with 
easy promotions, PR stunts 
and clever advertisements. 

According to AMV’s 
research, t he public’s inter- 
est in the millennium was 
deeper than it appeared: 
only 17 per cent considered 
it a waste of time or money, 
a figure which dropped to 12 
per cent of those aged under 
25. There was an “emotional, 
even spiritual core" to the 


way people viewed it and the 
way they expected it to be 
marked. 

Simon Matthews, associate 
director of AMV’s public 
relations company, Fishbum 
Hedges, said: “The public 
feel disenfranchised. They 
say institutions regularly let 
them down and they look to 
other organisations for lead- 
ership." Businesses could 
enhance their reputations by 
tapping into people’s values 


‘Businesses could 
enhance their 
reputations by 
tapping into 
people’s values’ 


- although they would soon 
be seen through if the sub- 
stance did not match their 
claims. 

The company that has wel- 
comed this message most, 
enthusiastically is Guinness, 
part of food and drinks 
group Diageo, which 
announces today that it will 
be the official beer sponsor 
for the Old Royal Observato- 
ry's celebrations at Green- 
wich, promoted as “the 
home of world time". Green- 
wich Mean Time will be 
renamed “Guinness Mean 
Time" until the end of 1999. 

The company claims, how- 
ever. to be tapping into 
deeper levels. Roy Mantle, 
head of public relations and 
sponsorship at Guinness 


Great Britain, says: “Our 
advertising has been surreal 
over the past decade. We 
want to get people to think, 
to encourage them to com- 
municate with us and con- 
nect with what's going on 
around them. We have got to 
get the spiritual element as 
well as the party element" 

Others are opting for more 
straightforward forms of cor- 
porate citizenship. Smith- 
Klina Beecham is donating 
supplies of its drug albenda- 
zole in a 20-year programme 
with the World Health 
Organisation to eliminate 
lymphatic fflariasls, one of 
the most disfiguring tropical 
diseases. Zeneca is finalising 
a trust fund to provide sci- 
ence teachers and equip- 
ment, mainly to primary 
schools. 

British Telecommunica- 
tions. the former privatised 
utility, the British Sky 
Broadcasting satellite televi- 
sion network. Manpower and 
the Tesco retail chain are 
each putting £l2m ($20m) 
into sponsorship pro- 
grammes associated with the 
Millennium Dome, with 
smaller sums from British 
Airways and BAA. operator 
of the biggest UK airports. 

Other initiatives might 
have happened anyway. 
Shell's scholarships far over- 
seas postgraduate students 
cover both the millennium 
and the company’s own cen- 
tenary. 

Few companies, however, 
seem to be taking the oppor- 
tunity to motivate staff by 
way of loyalty bonus 
schemes, training pro- 
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grammes or new corporate 
objectives. Among the top 
20. so far only Reuters is fol- 
lowing the lead of Levi 
Strauss, the US clothing 
company, with an incentive 
scheme. 

Reuters' Plan 2000 will 
allow staff to take an option 
on 2400 shares, exercisable 
in 2001. This underlines how 
much slower the concept of 
“internal marketing" is to 
take off in Britain than in 
Germany or the US. 


AMV advised companies 
thinking about millennium 
programmes to avoid gim- 
micks and start early, to 
give their strategies time to 
work and stand out from the 
inevitable clutter of millen- 
nium marketing. 

The clutter is already 
growing. Gold mining com- 
panies, for instance, are 
planning a zmflennium com, 
while EMI intends to re- 
brand the Beatles as The 
Band of the Millennium, 


promising to release new 
material. 

Many companies have left 
it late, but probably not too 
late. It Is a difficult decision 
to make, poised between 
fears of missi n g out on an 
opportunity and being 
accused of jumping an the 
bandwagon. 

Those who decide to 
become involved are gam- 
bling that mfflenmum fever 
will prove stronger than 

mfllPTiTiTiiTn nansfta 


Criticism 
highest for 
‘one issue’ 
adverts 


By ADsoa Smith, 
Marketing Correspondent 


Three of the four 
advertisements which 
attracted the most 
complaints last year came 
from single issue organisa- 
tions rather than consumer 
companies, the Advertising 
Standards Authority said 
yesterday. 

In its annual report, the 
watchdog said poster and 
cinema campaigns for the 
Gun Control Network were 
the subject of 94 and 56 com- 
plaints respectively, while 
there were 65 complaints 
about a press advertisement 
by the Vegetarian Society. 

While complaints that the 
gun control adverts were 
misleading and offensive 
were not upheld, the author- 
ity found the vegetarian 
advertisements - showing 
cancer scars and linking can- 
cer with eating red meat - 
were offensive and shocking 
as well as being misleading 
in some respects. 

Tina Fox, chief executive 
of the Vegetarian Society, 
said the responses the organ- 
isation had received painted 
a different picture of reac- 
tion: “We had about 3,000 
letters, of which only 30 
were complaints. The rest - 
99 per cent - were from 
people wanting more infor- 
mation. ” 

Complaints last year about 
the portrayal of women in 
advertisements fell by 
almost half from 846 in 1996 
to 433, although more than 
800 of the complaints in 1996 
related to a single advertise- 
ment after a national news- 
paper had encouraged read- 
ers to express opposition to 
the image it contained. 

In total, the number of 
complaints to the ASA fell 
by just over one-tenth to 
10,678 from 12.065. and the 
number it upheld more than 
halved to 1.048. 
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Taiwan company invests 
$18m in Scottish plant 


By Laura Tyson in Tafcei aid 
James Buxton in Edinburgh 

Delta Electronics, a 
Taiwanese company, is 
investing $18m in a plant in 
Scotland to manufacture 
power supplies for comput- 
ers as part of its strategy of 
tackling the European mar- 
ket It expects later to manu- 
facture other products such 
as monitors. 

Delta already supplies 
computer manufacturers in 
Scotland including Compaq, 
IBM and Motorola, and has 
big customers in mainland 
Europe such as Apple, gate- 
way and Packard Bell. It 
expects to employ 200 people 
within two years in a plant 
at East Kilbride near Glas- 
gow where H opened a sales 
office in 1991- 

In late 1990. Delta 
announced with some fan- 
fare that it would invest 
£14m in a large plant at 
Inchinnan, west of Glasgow, 
which . would eventually 


employ 570 people. Later it 
put the project on hold and 
confined itself to the sales 
office. 

John Tsang. Delta's man- 
aging director for European 
operations, said Scotland 
was chosen for its suitable 
location, being ideally placed 
for serving key customers, 
and having skilled labour. 

According to the Taiwan- 
ese ministry of economic 
affairs. 86 per cent of Tai- 
wanese investment in the 
UK is in Scotland, with eight 
companies operating there. 
Easily the biggest is Chung 
Hwa Picture Tubes which is 
implementing a £260m proj- 
ect to making cathode ray 
tubes in a plant at Mossend 
In Lanarkshire which will 
eventually employ 3,300 
people. The’ first phase was 
opened last year by Queen 
Elizabeth. 

Lite -On. another Taiwan- 
ese company which is a 
major manufacturer of com- 
puter monitors, is complet- 


ing a £40m plant nearby to 
make monitors. It should 
eventually employ about 
1,000 people and came to 
Scotland to be close to 
Chong Hwa. 

The reaffirmation of Del- 
ta’s commitment to Scotland 
is good news at a time when 
there have been fears that 
inward Investment from 
East Asia would dry up 
because of the economic cri- 
sis affecting many of the 
so-called tiger economies. 
Hyundai of South Korea has 
drastically slowed down 
work on a £125bn semicon- 
ductor plant at Dunfermline 
in Fife because of the con- 
tinuing economic difficulties 
in Korea. However the plant 
is scheduled to open at the 
end of 1999. 

The Taiwanese economy 
has been much less badly 
affected by the crisis in east 
Asia, with companies being 
less extended financially and 
less reliant on government 
backing. 


Broker reveals 
incentive data 


By Chris t opher Adams, 
Inswaace Correspondent 

A leading London-based 
insurance broker has pub- 
lished details of controver- 
sial incentive payments 
received from insurers. Jar- 
dine Lloyd Thompson is 
thought to be the first bro- 
ker to have disclosed such 
information publicly. 

jLT said it was responding 
to concerns among buyers of 
commercial insurance that 
the incentives could result 
in a conflict of interest tor 
brokers. It said in Its annual 
report the incentives were 
“less than two per cent” erf 
revenue last year. 

Risk managers at some of 
the UK's biggest companies 
have called for more trans- 
parency in brokers' remu- 
neration. Brokers act as go- 
betweens in the commercial 
insurance market, represent- 
ing companies that buy 
insurance in their dealings 
with underwriters. Under- 


writers insure risks and earn 
a premium far doing so. 

The payment of incentives 
is undo* scrutiny following 
concern at Lloyd’s of London 
that some brokers have 
exerted pressure on under- 
writers for these additional 
sums in exchange for access 
to business. 

JLT said the incentives 
reflected “profitability, pre- 
mium volume awl adminis- 
trative e ffi ciencies across the 
entire business portfolio.” 
The group would continue to 
identify separately their con- 
tribution to overall revenue. 
Steve McGill of JLT 
defended incentives: “Not 
having them would put us at 
a disadvantage in the 
marketplace.” 

J&H Maw* & McLennan, 
the large US-based broking 
group, said it derived around 
5 percent of its total remu- 
neration for "services ren- 
dered to the market". Such 
payments did not come from 
clients. 


NEWS DIGEST 


S1EENCTH OF SIB LING 

Pound at highest against 
D-Mark for nine years 

The pound soared to its highest leva! In nine yeare 
D-Mark on foreign exchanges yesterday, leaving City of London 
analysts bemused by its strength. Sterling's appreewten - ‘ ® 
highest level sfooa July 1989 - wtH revive ooncems that UK 
e x porters are being priced out of markets. 

The pound ended Hading hours in London at PM3.094. a gam 
of 1 A pfennig since the end of trading on Friday. In tradin g in 
New York, sterling continued to rise to DM3.10. Sterling s trace- 

weighted index -which measures the pound against t he cu ren- 
ctes of the OK’s tradlno partners - rose to 108.9. Its high«t 

since December 1988, when ft reached 108.6. The Index Is now 
30 per cent higher threi Us level in mid 1996. Stewart Newnham, 
International economist af first Chicago bank in London, said: 
"There's a touch of vertigo about starling. I have a feeling this 
raBy can't go on too much further." 

Mr Newnham said starting was pushed higher yesterday by the 
rise of the US dollar against the D-Mark, and by a rise in oil 
prices altar Norway entered into an international agreement to 
restrict oil output Richard Adams, London 
Currencies, Page 31 

YEAR 2000 ’BOMB’ 


$17m international aid offer 
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The UK government is to con- 
tribute £10m (SI 6.7m) to a pro- 
posed World Bank fund dedi- 
cated to promoting action to 
defuse the miflennium bomb in 
other countries, Tony Blair, the 
prime minister, announced yes- 
terday. "We have identified five 
priority areas where interna- 
tional connections are particu- 
larly Important: power, telecom- 
munications, finance, defence 
and transport," he said. “If we 
do not act, the result win be 
loss of money and influence on 
a disastrous scale". The world's 
computer systems are inextri- 
cably finked and there are fears 
that if some countries neglect 
to correct their systems, more 
awwe nations couid still be at 
risk. Other measures announced by Mr Blair included £70m for 
small and medium-sized businesses to develop computer skills, 
including training grants each to create e corps of 20,000 techni- 
cians capable of Sotvmg the problem. Alan Cane, London 


PRIVATISED RAILWAYS 



Operator places 62-train order 

National Express, the coach and rail operator, yesterday placed 
orders for 62 new trains worth £l48m ($247m) for its ScotRail 
and Central Trains franchises. The move cements the group's 
position as the biggest purchaser of raffing stock since rail privati- 
sation. It now has contracts outstanding worth £243m, having 
placed orders for 25 trains worth £95m last year. National 
Express Is ordering 40 electric trains from GEC Atsthom in Bir- 
rrtng ha m and 22 cflesel trains from Adtranz (ABB Daimler Benz) in 
Darby. Jonathan Ford, London 


FINANCIAL L RraiLAT10NS 

Solvency fears affect company 

Chartfield, a financial planning and fund management company, 
has been forced to dose its business to new investors by indus- 
try regdators because of fears over Its solvency. The Personal 
Investment Authority and Fimbra, Industry regulators, have issued 
intervention notices against Chartfield Financial Planning Services, 
the company's advice arm, and Chartfield investment manage- 
ment because of fears that the two cRvfrions were “unable to 
meet their financial resources requrament". 

□eatings in seven unit trusts connected with Chartfield were 
suspended by the Financial Services Authority, the new "super- 
regulator, a month ago. Chartfield was unavailable for comment 
yesterday. Jana Martinson, London 


BRITISH AIRWAYS 


Two-year pay deal for staff 

British Airways has reached a two-year pay ageement with its 
14,000 cabin crew, some of whom took pert in a disruptive 72- 
hour strike last year. The cabin staff will receive a 42 per cent 
Increase In basic pay this year and a 0.5 per cent rise above the 
level of Inflation for next year. 

The same deal has now been accepted by six unions repre- 
senting more than 35,000 8A staff, Andrew Bolger, London 


MUNICIPAL FINANCE 


Private funding considered 

The government Is seeking views on new formal procedures to 
involve the private sector In the work of municipal authorities If 
the authorities are given powers to vary business rates (property 
taxes), which are currently toned on a common national hn«^ a 
gove rnm ent consultation paper published yesterday said there 
(right be "a role for more formal business Involvement in relevant 
aspects of community planning md on relevant local authority 
committees.” Business might also, it says, want to consider set- 
ting up US-style scrutiny committees to monitor local authority 
performance. Alan Pike, London 
Edtorial Co m me n t , Page 17 


LONDON STOCK EXCHANGE ANALYSIS SUGGESTS SYSTEM WHICH REPLACED MARKETMAKERS HAS BROUGHT SOME IMPROVEMENTS AFTER A ROCKY RRST MONTH 


Review of electronic order book opens amid criticism 


By George Graham, 
Banking Editor 


The London Stock Ex- 
change's new electronic trad- 
ing system has attracted 
widespread criticism since 
its launch last October. 

The exchange has now 
issued a broad consultation 
doc ument to review its oper- 
ation. The new Bystem 
replaces the old marketmafc- 
ers - who received tax and 
trading privileges in return 
for promising to offer perma- 
nent buying and selling 
prices for the shares they 
dealt in - with a central 
electronic order book In 
which investors and traders 
place buy or sell orders and 
wait for them to be matched. 

The exchange’s analysis 


suggests that the new sys- 
tem has brought some 
improvements after a rocky 
first month. The percentage 
of trades executed through 
the order book has dwindled 
slightly to a little under 30 
per cent of total trading 
volume. 

But the exchange argues 
that the order book's true 
share is closer to 60 per cent, 
after stripping out small 
orders which are not allowed 
on to the order book and 
very large orders which are 
usually handled behind the 
scenes by brokers. 

More importantly, the 
exchange claims that 75 per 
cent of all trades are done at 
the order book price, 
whether directly through the 
order book or over the tele- 


FTSE 100 average tetter book spread 
Spread (baste poWa) ' 


190 . 



phcoe using the order book 
as a reference. Overall, the 
average spread between the' 
best buying and selling 
prices on offer at any time 
has narrowed to around SO 
basis points from about 62 


basis points when the sys- 
tem was launched. The bene- 
fits- have been felt even by 
retail investors, whose 
■ orders are often too small to 
be placed directly on the 
order book, which imposes a 


minimum of 500 or 1,000 
shares, depending on the 
share price. 

The exchange says that 
retail spreads are typically 
15 per cent narrower than 
before - a saving of about £4 
for a typical retail trade. 

The exchange says it 
would be keen to remove the 
minimum size limit, as some 
retail brokers have asked, 
bat must consider “the 
broader market impact”. 
Any such change can be 
expected to meet resistance 
from the- biggest brokers,, 
such as Merrill Lynch and 
CSFB, winch have invested 
-heavily in systems for pro- 
cessing retail: orders -and - 
would not be keen to give 'up 
this lucrative order flow. 

But if spreads have nar- 


rowed overall, they are 
mot* wider at the beginning 
of the day. before orders 
have built up. and at the 
end, when investors start to 
remove their orders from the 
system. 

Trading in these narrower 
periods can be volatile, with 
the occasional “rogue" price 
some distance away from the 
previous market level. 
Rogue prices at the end of 
the day, especially on the 
last day of the quarter, can 
cause valuation problems for 
fond m anag e rs: 

The. ' consultation -doeu- 
ment. suggegts some, ways of 
smoothing- the. closing price 
such as a dosing, auction, or 
using the average price over 
the last 15 minutes of trad- 
ing, weighted by volume, 


Instead of the last 
price. 

For many large 
tional investors, t 
lems lie less in ti 
book - a system 
familiar with in 
tional markets - th 
mentality of ms 
brokers. 

Many are consid< 
best way of gettir 
access to the system 
having to use a fa 
enter their orders 
'Some institutions < 
t hat brokers ai 
instructed to charm 
away from the ordei 
fltdr owntrading di 
■ While that maria 
mentality surviv 
exchange will not tr 
completed its transi 
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Leading .from experience. 

Join the increasing number of companies who 
rely on Interactive Data to provide the 
measure of the global market in equity and 
fixed income, pricing, dividends, corporate 
action, and descriptive information. Our 
attention to timeliness, accuracy and 
reliability in supporting securities operations, 
fund pricing, research and portfolio 
management is known the world over. 

As part of Financial Times Information, 
one of the world’s leading sources of news 
and information, our global reach is second 
to none. 



THE MEASURE OF THE MARKET. WORLDWIDE. 


Call 


qqj - 8 670 or visit www.intdata.com 
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old saying 


states that 


better than 


of tra 


offer 


Not only do we offer unrivalled standards of 
service on our flights, we also have more of them. 

JAL flies from Europe to Tokyo, Osaka and Nagoya 
more frequently than any other airline. And we have 
the advantage of afternoon and evening departures. 
Which means we can offer you a flight that fits in 
with your business rather than your business having 
to fit in with your flight 

For flight bookings or more information call your 
local JAL office or contact your travel agent 



A BETTER APPROACH TO BUSINESS 


BUSINESS & LAW 


SHIPPING COMBATING FRAUD 

Cargo cheats receive 
shot across the bows 

John Mason reports on how two ship 
owners took a legal stand against claims 
for goods supposedly lost at sea 



tn the dock: shipping fines challenging fr aud s te r s can find their 
ridps a rre t e d and, to their cost, tied 141 in port for months 


Cargo fraud has 
always been endemic 
in the shipping indus- 
try. Cargoes are safely trans- 
ported and delivered to tbeir 
ports of destination only for 

ship owners later to receive 
bogus claims for goods sup- 
posedly lost or stolen at sea. 

Such ploys have been com- 
mon practice far years. It is 
an international problem, 
but west African states such 
as Sierra Leone, Benin, 
Guinea and Gambia have 
established particularly 
notorious reputations. 

Yet faced with such fabri- 
cated rfj»TTig the industry's 
response has often been 
deeply pragmatic. Challeng- 
ing the fraudster in the 
courts of his country has 
been too much trouble, espe- 
cially when it can result in a 
ship being arrested and, at 
great cost, tied up in port for 
months - a common tactic 
by claimants. 

Instead, quietly paying up 
while trying to pass the cost 
on elsewhere has been a 
common response. While the 
costs of individual frauds are 
relatively low. normally 
measured in thousands 
rather mininnc of dol- 
lars, the cumulative effect is 
considerable. Many leading 
shipping lines each face 
claims totalling several mil- 
lions of dollars. 

However, two shipping 
lines, the Danish Maersk 
Line and the Estonian Ship- 
ping Company, joined forces 
in one recent case and, turn- 
ing to the English courts, 
adopted a more robust 
response. 

Although they succeeded 
when the claims against 
them were withdrawn, this 
was not easily achieved. The 
companies became involved 
in protracted legal proceed- 
ings in London and Sierra 
Leone. Fighting the claims 
also involved a London law- 
yer adopting the unorthodox 
practices of working under- 
cover on board ships, tramp- 
ing the back-streets of Free- 


town, Sierra Leone's capital, 
to gather evidence and 
receiving a death threat. 

According to judgments of 
the English High Court and 
Court of Appeal, the alleged 
frauds concerned two sepa- 
rate shipments to Freetown. 
In 1992, a container laden 
with bales of textiles was 
loaded in Gambia on to a 
Maersk Line ship sailing to 
Freetown. The bales' buyer, 
a Lebanese trader named 
Mohamed Wansa, received 
the goods but later fried a 
writ in the Sierra Leonean 
courts alleging that 82 bales 
bad disappeared while the 
ship was at sea. He claimed 
damages of $111,000 plus 
Interest of 36 per cent a year. 

The second case involved 
two shipments of cement 
sent with the Estonian ship- 
ping company by the Japa- 
nese government as aid to 
Sierra Leone. In each case, 
goods were received in Free- 
town by a company run by 
Mr Wansa. 

Once again, shortages 
were reported and writs 
issued in Sierra Leone to 
claim damages of $348,000 
plus interest The shortages 
totalled alm ost the entire 
cargo of one of the ships. 

The two ship owners 
responded by alleging fraud- 


ulent misrepresentation or 
deceit and breach of con- 
tract They sought an injunc- 
tion to stay the proceedings 
in Sierra Leone and have 
them transferred to England 
where they obtained Mareva 
injunctions in the High 
Court freezing the assets of 
Mr Wansa and his two com- 
panies. 

Maersk Line claimed in 
court that it had long been 
suspicious about the “claims 


industry” In west Africa and, 
in particular, the activities 
of a small group of Lebanese 
traders in Freetown. In gen- 
eral, the alleged “shortages" 
were often said to have 
occurred at stages in the 
voyages when It was impos- 
sible for containers to have 
been opened. Maersk also 
said the scale of the alleged 
losses was unrealistic. 

Its case was supported by 
affidavit evidence from 
Paolo Ghirardani, a partner 
of Stephenson Harwood, the 
London law firm. Over a 
nine-year period, Mr Ghirar- 
dani sailed on ships, some- 
times working undercover as 
a crewman, to monitor con- 
tainers and procedures and 
gather evidence. His investi- 
gations concentrated partic- 
ularly on Sierra Leone. 
Guinea and Gambia. 

His general conclusion 
was that for years there had 
been a large-scale fraud 
operating in Freetown 
involving certain cargo 
receivers. 

In spite of documentary 
evidence of shortages pro- 
vided by claimants, he found 
customs had often opened 
containers and recorded full 
stocks inside. Seal numbers 
and quantity records were 
then fatal Barf to record bogus 
shortages. 

Initially, the bogus claim- 
ants targeted the interna- 
tional insurance markets, Mr 
Ghirardani said. Bnt when 


insurers became increas- 
ingly suspicious, it became 
an uncertain way of recover- 
ing money. Litigation out- 
side Sierra Leone proved 
expensive and the true 
nature of the claim emerged 
under discovery of 
documents and cross- 
examination of witnesses. 

Ins tead , claimants chose to 
bring proceedings against 
ship owners and their ves- 
sels in Sierra Leone. Pro- 


longed arrest of a vessel 
could put pressure on ship 
owners to settle, whatever 
the merits of the case, «nri 
court judgments, often 
favouring claiman ts, could 
be easily enforced. 

Although international 
pressure on the government 
of Sierra Leone reduced the 
number of “pressure arrests" 
of ships, the tactic remained 
effective so long as legal 
proceedings could be kept in 
that country. 

In Mr Wans&’s case, the 
English Court of Appeal 
examined the ship owners' 
evidence and concluded 
there was a “strong prime 
facie case” that he had 
advanced f raudulent claims. 
He had also attempted to 
mislead the rengifch courts 
in affidavit evidence. It con- 
cluded that English courts 
had jurisdiction and so 
granted anti-suit injunctions 
stopping the proceedings in 
Siena Leone. This was possi- 
ble for two reasons. • 

First. Mr Wansa had 


signed contracts that pro- 
vided for any litigation aris- 
ing from the contracts to be 
brought In either the 
English or Estonian 
courts. 

Second, Mr Ghirardani and 
a former senior representa- 
tive of Maersk Line in west 
Africa had both received 
death threats. These were 
made by a man. allegedly 
sent- by- Mr Wansa, who 
approached another Maersk 
Line official in a Freetown 
hoteL The threats made any 
appearance by the lawyer in 
a trial in Freetown 
extremely unsafe and diffi- 
cult, the Court said. 

Mr Wansa denied the accu- 
sations. However, he was 
forced to abandon proceed- 
ings in Sierra Leone and 
later dropped his claims in 
the English courts, so ensur- 
ing the Issue never went to 
frill trial. All that remains is 
for the shipowners to 
recover their costs from 
funds frozen by the Mareva 
injunctions. 



IBA poll on plan 
to liberalise 
global regulation 


Tbs international Bar 
Association is to vote on three 
resolutions aimed at the 
liberal isatfon of the glob al ‘egd 
profession at its council meeting 
In June. The governing council 

pf the ISA, which represents 
173 bar associations around the 
globe, wW vote on: the need 
for regulators and 
intergovernmental bodies to 
recognise the unique role of the 
legal profession within the 
global community; general 

principles governing the 

establishment and regulation or 
foreign lawyers; and 
rruitJ-dedplmary partnerships. 
The IBA win then make 

representations to the World 
Trade Organisation. 

Merger will create 
big regional firm 

Thomas Eggar Verrafl Bowies 
and Church Adams Tatham, the 
law firms, are to merge on May 
1 , creating one ot the UK’s 
largest regional firms. Based in 
London and south-east 
England, the new firm wiH be 
called Thomas Eggar Church 
Adams and wilt have 40 
partners and 350 staff. 

Book series begins 
on comparative law 

The first in a series of 
comparative law casebooks, 
produced by the project 
Casebooks for a Common Law 
of Europe. wiU be launched this 
week at Gray's Inn, London. 

The first book covers the 
comparative law of tort and will 
be followed by books on 
contract, administrative and 
company law. The senes Is 
produced by the Institute for 
Transnational Legal Research at 
Maastricht University under the 
general editorship of Professor 
Walter van Gerven, former 
advocate-general of the 
European Court of Justice. The 
books are designed to aid 
teaching of European 
co mp ar ati ve law and to help 
lawyers studying the treatment 
of parallel problems in other 
European Jixisctictions. 



Fighting the claims involved a London 
lawyer adopting the unorthodox 
practices of working undercover on 
ships. ..and receiving a death threat 


EU DIRECTIVE NEGOTIATING AWAY FROM BUSINESS PREMISES 

No guarantee to 
cancel a contract 


raOEuropMn 
Hi court 

A contract concluded by a 
person not acting in the 
course of a trade or profes- 
sion guaranteeing a debt 
contracted by another per- 
son acting within the course 
of a trade or profession, was 
not a contract negotiated by 
a consumer away from busi- 
ness premises under Euro- 
pean law, the European 
Court of Justice has ruled. 


Edgar Dietzinger's father 
ran a building firm to which 
the Bayerische Hypotheken- 
und Wechseibank had 
granted an overdraft facility. 

Mr Dietzinger gave a 
direct recourse written guar- 
antee to cover his parents' 
obligations to the bank. The 
contract of guarantee was 
signed at his parents' home 
during a visit from an 
employee of the bank, as 
arranged by Mr Dietzinger's 
mother. 

In 1993 the bank called in 
all loans granted to Mr Diet- 
zinger’s parents and sued 
him for more than half the 


amount of the guarantee. 
Under the European direc- 
tive on contracts negotiated 
away from business prem- 
ises, consumers are entitled 
to receive written notice of 
the right to cancel a con- 
tract 

Mr Dietzinger sought to 
renounce the contract of 
guarantee he had signed to 
cover his parents' obliga- 
tions to the bank on the 
ground that he had not 
received written notice of his 
right of cancellat ion as pro- 
vided for by the directive. 

After conflicting decisions 
in the German lower courts, 
the final German court of 
appeal found it necessary to 
refer the matter to the Euro- 
pean Court of Justice in Lux- 
embourg, for a proper inter- 
pretation of the directive. 


The contracts covered by 
the directive are those under 
which a trader supplies 
goods or services to a con- 
sumer. The German court 
asked whether a contract 
concl u ded by a person not 
acting in the course of his 
trade or profession was cov- 
ered by the directive. 

The ECJ observed that the 
scope of the directive was 
not limited according to the 
nature of the goods or ser- 
vices to be supplied under 
the contract. The only 
requirement was that the 
goods or services bad to be 
intended for private con- 
sumption. 

The grant of a credit facil- 
ity was the provision of a 
service, the contract of guar- 
antee being merely ancillary 
to the principal contract, of 


which, In practice, it was 
usually a precondition. 

Furthermore, there was 
nothing in the wording of 
the directive that meant the 

person concluding the con- 
tract should be the person to 
whom the goods or services 
were supplied. 

Consequently, a contract 
benefiting a third party 
could not be excluded from 
the directive on the sole 
ground that the goods or ser- 
vices were intended far the 
use of a third party standing 
outside the contractual rela- 
tionship. 

However, the Court said 
the directive only covered a 
guarantee ancillary to a con- 
tract where, in the context of 
“door-step selling”, a con- 
sumer assumed obligations 
towards the trader with a 


view to obtaining goods or 
services from him. 

Moreover, since the direc- 
tive was only intended to 
protect consumers, a guaran- 
tee only came within its 
terms where the guarantor 
had entered into a commit- 
ment for a purpose that 
could be regarded as uncon- 
nected with his profession. 

As a result, given that the 
contract guaranteed repay- 
ment of the debt by persons 
acting in the course of their 
trade or profession, it did not 
benefit from the right of can- 
cellation under the directive. 

C-45I9& Bayerische Hypoth- 
cken-und Wechseibank AC v 
Edgar Dietzinger. ECJ SCH. 
March 17 1998. 

BRICK COURT CHAMBERS, 
BRUSSELS 



JOHN W. HUNT 

ADVISES 


The leader 


that stands apart 


from the rest 


Dear Professor Hunt, 

After several years as a 
director, I have been 
promoted to chief executive ht 
the same co m pany. 1 know I 
have to change, but do I have 
to distance myself from my 
former peers - do I have to 
become a leader in the 
conventional sense? 

Prof Hunt replies: 

Effective leaders in 
individualistic societies 
accept that they must be 
different The spirit of 
individualism requires role 
models to which followers 
can aspire. It is a 
contradiction In terms to call 
yourself the chief executive 
but to be the same as 
everyone else. 

The basis of the difference 
will vary; people often 
believe you have to he a 
forceful personality, such as 
Lady Thatcher, or Sir John 
Harvey nJooes, for example. 

This model of a leader is a 
popular one, but does little 
to explain successes in 
business. Most chief 
executives are introverts, 
not extra verts. Some try to 
learn the part but. unless 


they are superb actors, they 
fail- 

There is no need to follow 
this route. What is 
important to followers Is 
that their leader is different 
noise is only one way to be 
different. Most effective 
leaders in business 
differentiate themselves on 
the basis of experience or a 
particular skill. 

If a chief executive does 
not differentiate him or 
herself then his or her 
reports will work 
aggressively to do so and to 
create a role model they can 
respect So vita] is this 
difference that if they cannot 
detect a difference, they will 
invent one. 

Effective leaders seem 
intuitively to understand 
this process. They tell their 
people that they are 
different and they behave as 
if they are different 

They feed the grapevine 
with information about 
themselves which reinforces 
this difference: what they 
think is important, what 
they do in their leisure time, 
what their partners and 
families are doing. Followers 


about their leaders. 

In this way myths evolve 
over tim e as illustrations of 
the values that are 
important to that leader and 
hence to that corporate 
culture. 

The second tactic used by 
effective leadens, at the same 
time as they establish their 
difference, is to reduce 
distance. The two processes 
occur simultaneously. 

Followers extend distance 
on the basis Of info rmation 
supplied by their leaders; 
leaders reduce distance 
by moving closer, 
psychologically, to their 
people. They do this by 
exposing their vulnerability. 
Every effective leader 
exposes a flaw, a failing, a 
weakness. He or she makes 
no attempt to c o rrec t it and, 
indeed, actively promotes it 
By conceding their 
weaknesses they focus their 
followers' inevitable 
dissatisfactions on (me or . 
two manageable issues. 

Selecting and promoting ' 
the flaw is an art in itself, 
and it should not be too 


obscure. Its purpose is to 
show that in spite of the 
differences between leader 
and the led, our chief 
executive is really one of us 
— just another > mman being 
with weaknesses like the 
rest of os. a human bring 
with flaws. 

The leader has placed his 
or her vulnerability on the 
agenda - it is mien for 
discussion. If this is done 
well, followers wilZ 
invariably come to the 
leader's aid with statements 
like: “Well, don't worry, we 
can do that for you." 
Together they collude to 
deal with the flaw. 

It also means that 
lYimmun iwi tinn channels for 
feedback are opened up. It is 
feedback that stops leaders 
believing the myths they 
generate - it keeps their feet 
on the ground and keeps 
dictatorships, where 
feedback Is silenced, at bay. 

So, what does all this 
mean for your new job? 
First, you need to 
co mmunicat e your 
In tentio ns. What is the 
picture you have for the 
future of your organisation? 

lam calling it a “picture” : 
deliberately because in my 
experience very few people 


have the conceptual skills to 
visualise a whole 
corporation in motion. For 
most people, the picture or 
vision needs to be simple 
and immediate 

Do not turn ft Into an 
exercise in conceptual 
brilliance. Vision is an 
obsession of those at or near 
tiie top. It is not a term used 
by the bulk of the workforce. 

Second, you should decide 
what it is that has made you 
successful so far. What has 
differentiated you from the 
rest? Whatever it is that 
differentiates you should be 
readily understandable and 
memorable so you can 
promote it over and over 
■again. Effective leaders 
repeat and repeat the same 
easy messages. 

Third, what is important 
to you about the way the 
organisation Is managed? 
What are your values, your 
obsessions? One of a leader’s 
most important roles is tn 
promote a particular culture, 
to generate shared values. 
Again, when we listen to 
leadens talking with their 
followers, they articulate a 
handful of values that they 
repeat over and over again, 
ami each value Is reduced tn 
a memorable slogan. 


Like the differentiator, 
these values are about 
everyday issues. Do not try 
to turn this into some thing 
highly intellectual Most 
people want a leader who 
simplifies, not complicates, 
their experience. After all, * 
life is complicated enough as 
it is. 

Next identify your flaw. 
Promote it The leaders who 
do this well introduce their 
flaw with a sentence such 
as: “You know me, I'm not 

very good at... "or “The 

trouble with me is . . and 
through that admission gain 
supporters willing to fill the 
gap. 

Finally, leadership Is 
about theatre. The most 
effective leaders do walk 
about, do chat with their 
followers, do ask lots of 
questions, do 
theatrical entrances and 
exits. They rehearse their 
act In advance; they rarely 
operate without a plan of 
how and when they will 
present their case. 

J&te W. Hunt is Professor of 
^TO 'oJiisationoI S^houiour at 
London Business School and 

consultant to private and 

public sector clients. This 
column appears fortnightly. 


To distinguish themselves, effective chief executives must 
emphasise their differences while showing their vulnerability 

collect these data and 
creatively circulate stories 
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BUSINESS OPPORTUNITIES 

READS * S RECOmaBTOED TO SEEX flPPftQPtBKTE PROFESSIONAL ADVICE BEFORE EMTBRbUG IWTP COUMTMgiTS 


ASIA PACIFIC OPPORTUNITY 


► Food / Beverage 

> Chemical / Petrochamleal 
■ Pharmaceutical 


*- Water 

Paper 
► Brewing 

We are an established Organisation in China. HK and Str&porr with 
excellent contacts and experience throughout the AsrePaclftc reeion 
In the above sectors 

We now Offer w'tual oifics’ focihtics to maximise your exposiw info 
in* Aslan maitets as exponors/lmponen. or if required to assist with 
the first steps to establishing a presence tn this area. 

Effective market intelligence is provided lor business development 
ttuotgh our regional offices and guidance on issues such as corpo- 
rate benefits, safes, procurement, import/export restrictions, distrib- 
ution. strategic partner suitafulitv, market research and aev^img 
business conditions. 

In order in provide a quality, effective and beneficial service we pro- 
pose to restrict the number of participating companies. If you are a 
small to medium sued company wishing to develop your business in 
Asia with minimal cost or nsk exposure then we would welcome the 
opportunity to provide further information. 


Access Mew Equity 
Investment Opp c- rt u cities 


Reduced Rlak 
VCR rinn n all die projects 
'nrogSgYRd 
VCR does nil the research 
FlaadbWtv 

Invest alone or with often 
Contribute skills, p^in a tBrccuvsMp 

Wide stwlta 

Diverse industries aad loexioos 
EffllHy is oSered in »!■»« all cases 
Confl d ofithHtw 
Direct tine loesucprenaus 

Factual reporting 

Soffiricnt derail for instant appraisal 


Call VCR tor a free trial 

Tel: 01665 784411 


Contact: Mafc Pratt at Mr>f> area 

17/F Uppo UV*W Tovwtt. 103 I Wgituu Road. Cc 


Tot (8S2| 2S98 0048 Fare (8S2| 28fi8 0007 
E-Mail: HOWplli^ l a M — 


Bay, Hang K»* 


EARN EXTRA MONEY 
FROM EVERY CONNECTION 
YOU MAKE. 


Sell our range ot 07074 Personal Telephone 
Numbers, and not only will you moke up to £80 per 
sole, but you'll also enjoy a share ot the low monthly 
rental, year after year. 

Whar's more OFTEL has stated that in the near 
future all mobile numbers will start with an 07 prefix. 
So by affaring your customers their choice ot 07 prefix 
mobile numbers now, you'll be making huge profits 
from today and for years to come. 

To become an 07074 mobile number retailer call us 
now on - . 



| PROJECT AND COMMERCIAL] 

funding avaSabio Ed UK and 
knemrwonal cPen e. 

Anglo American 
Group Plc. 

Tel: 01824 201 36S 
Fat: 01924 20t 377 


07074 MOBILE 
(6624S3) 


- THf ’ PERSONAL 

NUMBER COvUanY plc 


MILLIONAIRE MINDED? 

Potential six figures 
1st year Income. 

(Not franchising or MLM) 

Call free & listen. 24hrs. 

0800 018 0031 


Selling your Business? 


Wr have the skills and experience to achieve the best price tor your 
b usui ess and structure the deal tu achieve maximum tax efficiency. 
If yon are Considering a sate and your turnover exceeds £|m, 
we would like to talk lu you. 

Our charges are based largely on results, so you have little to lose. 
For n confidential discussion without commitment please contact 
Gary Moriey or Lance Blackstone at: 


* ASPIRING 
MILLIONAIRES 

Call and Listen. 

Not MLM or franchising. 

Call 0800 542 1220 
\ / 


Blackstone 151ackslonc Franks Corporate Finance 

Frinks 26-34 Old Street. London FC1WHL 

Tel: 0171 250 3300 l av. 0171 250 1402 


BUSINESSES 

WANTED 


Seafood Processing Co. 

Factory, recently completed investment, on 33.000 sq.m, company 
owned land, total moled area o! 3.500 sq.m. all EU standards met. 
four main production fines set up tor an enormous variety of ready-to- 
eat sea food products (standard and onginai reopasj. Production 
capacity of 4.000 Ions per annum Capital invested in fixed assets: 
US$5 .2m. 

Seeks partner with at leas! US$4m at his disposal Experience in the 
held ot food processing or commerce will be considered an Interesting 
plus. 

Write: PO Box 162, Chdttt 34100, Evta, Greece 
Fax: +30 228 96 476 


BUSINESS WANTED 

Product based engineering 
company to relocate 
into existing facilities 
within tbe North West. 
Turnover to £2m. 

For linker infomorian picnc write UR 

Bax BS7K. FaacW Uma, 
OtoSoattew* Srid^ Latere 5EI 
4HL 


Si«ir to Mednun sized ntamtihcbB'- 
ing/serrice companies required lo 
corop&neal 

Clnllilg pt Wip 

Insolvent companies 
especially of iwoes as 
cash funding/suppon is available. 
Outright or part sate considered 
Teh 0171 491 2254 
er Mobile 0M7 251726 


SMALL RECRUmlENT/TRAINNO 
COMPANY wanted Fax 01 628 689292 


BUSINESSES FOR SALE 


|f RETAIL MAINTENANCE COMPANY^ 

♦ Seeks sale or merger with larger company 
❖ To develop expansion programme 
■fr Profitable + Nationwide coverage 
*fr Broad blue chip client base 

Reply to Box No B5794, Financial Times. 

One Southwark Bridge. London SE1 9HL 


AUCTIONS 


PLUMBERS MERCHANTS 

Wefl established basfna* 

FOR SALE 

Ibrnover appros. £2m 
Excellent consisan profii record. 
Owner maru^rd company 
taxed in Weil Yorkshire. 

Write fee Be* 8578*. FhoBcMTfcmt, 
Owr SoterereS Bridpe. late SEI WO. 


By Order Of Ysunak*i International (Europe) Linutol 

^YAMAICHI 

Due To The Cessation Of Their Business 

MAJOR THREE DAY AUCTION SALE OF OVER 
4500 LOTS OF FINE ART, REPRODUCTION DINING 
AND LIVING ROOM FURNITURE, EXECUTIVE 
OFFICE FURNITURE, PENT IUM P ERSONAL 
COMPUTERS. OFFICE AND CANTEEN EQUIPMENT 

To Be Held At Thetr Offices; 

Finsbury Court, 111-117 Finsbury Pavement, London EL3 

Townie: Saturday 18lh and Monday 20 th Aprfl 

ID " from 9am to 4pm and during the days of tbe sde , 
ale Days: TJesdj££l A Wednesday 22nd and Thursday -3rd 

9A Ait nn Canvas Frames 

Stanley T Hea p-^ J ^ Clocks and Object D'An 


and Cutlery 


ordroom Tables, B ° a ^' 

Parti lionxrtg and Sundries 


Jprigbt Freezes. CfS&l^'SS^hwasber end Ovens 
For Further Inform ation Contact > 

Tel: +44 (0)171 405 5501 

L vs ftr r yfi f«: +44 ion7i 242 2809 

1 


BUSINESS 

SERVICES 


DIVORCE OR 
CREDITURE PRESSURE 

Either business or personal, your 
assets can be legally protected-' 
For total confidential and 
free information on how 
PHONE DURING BUSINESS HOURS 
0171 491 22S4 
OR AFTER BOUBS 
M«7 251726 


AMERICAN UEOMARKETINO 
CONSULTANTS, LTD. 
P.O.BOX 230 

CHELTENHAM, PA 19012-0230 
USA 

TEL 01-215-728-6100 
FAX 01-215-725-2S89 
Arnaicro Marketing Potatol red 

Analyte of Overseas Ftunnscaxkais 

and Medial Devices 


Angers, Levin & BaHz 

O — ridQhwaWin Ei ipl i H 
Cost Effective Representation 
of Global Clients in U.S. Courts 
U5A offices in New York. 
New Jersey. Pennsylvania 
908-306.1500 lax: *1900 
Email: A3ji@angaralaw.com 


SPIRAL MANAGEMENT 

For project apmvsion or the safe 
or purchase ol any commodity In 

accessed £100,000 

Tel 0181 661 0609 
Tin location and management 
company paid only (jpon resides. 


BUSINESSES FOR SALE 


1 


rc:nRisTii-:&. ca, 




.CHRIST ’IF-: & C 'JJ 


Surveyors, Valuers & Agents 


Hampshire 


On the lysTRocnoNs or 

Coopers 

&Lybrand 

Dual Keu&ivksd Homs 
Regkidoed pm 36 

• Fee range £2fiS-£2S5 farresldeDrial 
care an d £318-£35S tor ottrsm g per 
r esi d en t per week. 

• 10 single and 13 double reams. 
totffP wi(b eo fadb&ts. 

£69MM FREEHOLD 
Winchester Office ftrf 36/FT74S49 

01962 844455 

Joint Agents Chatmans 


Isle of Bute 


Ascog Mansxw, Rothesay 

* I esodrlisbed r Tx n t,,l, i*— t* 

home. 

• Set in approxinuiety 6 aoes. 

■ for iwtawp^pcjiWhil hnmp of 

hotcUcoofacnce centre. 

£349,019 TREZBOLD 

Glasgow Office R*f 68/FT701O2 

0141 2043000 


Norfolk 


Nursmc Home 
Rrcktered for 54 

• Majority rf rooms pmposn bmh oo 
ground Hoax. 

• S bedroom owner’s nreommnrtjrion. 
» T/O £826J>19. reesaanuted net 

pruTu £271X000 

2M5MW rxzbold 

Ipswich Office Rtf I4/F7745M 

01473 256588 


Ha.\L7*SHIRE 


Reshsktial Cars Home 
Kbgbxobd rat if 

• 7 angle means. 6 doiUe rooms. 

3 ca suite frealirics. 

• Sdfctnaaiacd 1 be d room owner’s 

WlflTN I H f & t lt Ti* ^* n ~ 

- Fees £2084233 par teskfenr per 


• TO jure end 30.1 1.96 £194^85. 

£399jB99rsebou 

Winchester Office Rtf3VFI74S82 

01962 844455 


Northamptonshire 


SOOTHFEUi Cake Homb 

RfXUSTEKED >t» S6, BlUCKLEi 

• r” 1 * 6«r ri ">« 

• Separate detached properties, 
maringSLirririrwistcire 19. 

• 4Q «ylr rooms. 5 double rooms. 

• High occupancy kvds. run under 


£1390,000 nSEBOELD 

Milton Keynes Office Ref 74/r t S037 

01908 206600 


Young AdcltsHomEfok 
Learning Disabilities & 
Challenging Behaviour 

• Totally refmttshed. recently 
registered for tO with 6 singles. 

• Correctly warn, snbsnmul 

detached property . 

• Separate owner's a ren e nm o da ria 

£295,900 REEBOU) 

London Office Rtf 0QF/FT1 Ml 

0171 2270700 


Surveyors. Valuers & Agents 


London 


HMS President (i9i8) 

Victoria Embankment 

Historic London landmark. 

Over 24.000 sq ft situated over four decks. 
Multiple usage capacity. 

Ongoing business, annual T/O in the region 
of £450.000. 

Offers invited 

Contact Paul Donoughue 

Ref002/FT66746/R 

0171 227 0700 


FOR SALE 

WAREHOUSING AND 
DISTRIBUTION COM- 
PANY 

■ Establ ished. Thames Valley 

based company 

■ Substantial leasehold premises 

■ Net assess £500X00 

R Annual turnover £3^S million 

Reply to Box No B5790. 
Pbianctal Times. 

One Sombwark Bridge, 

London SEI WL 


Offices at: London - Birmingham ■ Bristol - Edinburgh 
Exeter - Glasgow - Ipswich - Leeds - Manchester 
Milton Keynes • Newcastle - Nottingham - Winchester 


FOR SALE to the CARIBBEAN 

Madam MncAAaeSbap 
iMMEPHUlln 

Owes ta tdn and to mgr 

Ammri Sda a S 3 
i, bacmcac tor 29 yens. 
Srecubod te CNC MirtHia C Tad 
ant He. Stamm. MkHm bcWre- 
70 xbfltel Employee*- Udmted- 
Oummvrril Aomt m OS. Mmkex 10 
Van. a f Tax awnp tia n S*» Pice 
sulfite. Farfch tead are 

tertTIZUMlOimnn: 
Ooo^o Segra. P.a Bm L1W 
.PJLOinxa 



Offices at: London • Birmingham • Bristol • Edinburgh 
Exeter - Glasgow • Ipswich • Leeds - Manchester 
Milton Keynes • Newcastle • Nottingham ■ Winchester 


r 


Coopers 

&Lybrand 


MAINTENANCE 

TRAINS 


The Joint Uqulddas. Robot BlrcfnU and FWUp Goman, dfer 
for 8ata Die os ate ol Ms company which ran maintenance 
tains and associated services fix RalDrack plc. 

Prfitdpoi assets lor sals Include: 

• drain decring tain 

• weed spray tain 

• leaf jetting unit 

• Unlmog vehicle for spraying on rood or rail 
For further irformefflon. please contact Robert BirchaH or 
Anita Quirt® of Coopers & Lybrand, BuH Whorf, RedcRff Staet 
Bristol BS1 6QR. 

Tel: 01 17 929 2791 . Fax: 01 17 930 7008. 


s m : _ a U.l" i 1 ./1ft ..'/V 


Deteitte& 
^ 1 — 

HHHSe 


(In Administrative Receivenhip) 

The buomss and Msrta of the above group with turnover cif c-XlOOm, arc offered 
for vile. Tire Group is the UK’s largest numrfacturcr of touring caravans and 
leisure humes. The- vjrmus riKiipanH.-s' Ktnitie art: as followi: 

■ Manulaitwi- of oxinog Aira« am snd leisure home* at ’ I scrcr die in Beverley. 

■ Mimlfaciurr of touring caravans and motor homes in Imroinghatn. 

■ Dov and panel manufarturing farilftr based in Beverley. 

■ Caravan site at Hon Grinumi, France. 

Main feature* of the business arc: 

■ Stalled workforce 

■ Strong brand names including: ABI Tourers and Leisure Homes, Van Royce 
Tourers and Auto Trail motor homes. 

For further information, please contact the Joint Administrative Receivers. 
Nicholas j. Dargan and Angus M. Martin at the address below, or Adrian Berry on 
0148? 871482. 

Delaine 8c Toiahc, 10-12 East Parade, Leeds LSI 2AJ. Tel: 0113 243 9021. 
Fax: 0113 244 S942. 





Iron Founder In Receivership 

Offers are Invited for the business and assets of this West Midlands iron 
founder which has been established since 1 041. 

- Approx 42,220 sq ft freehold property plus foundry yard 

• Customer base and order book 

• Annual turnover in excess *4m 

Further details can be obtained from the Joint Administrative 
Receiver Tony Mitchell, or from Tim Heaselgrave afc 


Cmyj i A Lytxmda — b olted by Ite tetbi 
ta tegted rod Wile* many as kncsnml 


: of Chartered Axccanuati 


BDO Stay Hayward 
Tel: 0121 608 6086 
Fax- 0121 608 6600 


IBPO 


BENEFICIAL BUILDING, BDO Stoy Hayward 
28 PARADISE CIRCUS Corporate Reawery 
BIRMINGHAM. Bl 3BJ and Inaohency 


DISTRIBUTION BUSINESSES FOR SALE 

Listed group looking to dispose of two non-core businesses 

based In tbe Midlands wtth tbe following key features: 

■ wen established distributors of specialised machinery 
and parts with exclusive distribution agreements 

■ experienced and successful management teams 
committed to the future development of the 
businesses, who would welcome MB1 team wtth 
relevant experience 

■ operating profits of £520.000 on turnover of £4.5 mMon 

Potential purchasers Including MS teams and their advisers 

piease reply to: Box No. 85786 af Financial Times. 

1 Southwark Bridge. London SEI 9HL 


FOR SALE 

Manufacturer and distributor 
of corrugated cartons and 
pfriraging materials 

25 yean or trading 
Turnover c. C2.7M 
Large & esubiobed customer bate 
in Southern England 
Picaac lorwarO expresacm id mere a tot 
Box B5N5. nuocfal Tteo. 

One Southwark Bridge, 
SEI9HL 


ENTERPRISE 
MESSAGING SOFTWARE 

Enatt hired messaging software xp[dr-| 
cation, on Unix and Vu MiuMe. 
Mamteaance Reveme 200K, * sales 
of 200R. 8 years in the maritex. 
Re c ognised tnariei leader. Extensive 
active Hue ctnp ensworer base. 
Regular repeat income. 

Bv BST93, Ptemdal Iteea. 


set era. 


APPOINTMENTS 


EMU COMMUNICATIONS/PROJECT MANAGER 

This leading imeitialiona] nvestmem gro up vote lo recniH an nfividua] who 
will be respensibie fer a number of key projects rriauxl to EMU. Tbe EMU spe- 
caiia will be required to develop and maimain a central repoakay of ^fU-rete- 
od rulhigK creare appropriate vehicles lo commumcare EMLWelaBaJ ratings to a 
variety af SitJienxa within die co mpa ny wish a wiety of information require- 
m o a y. manage a project learn rmpcnaiblc lor ensuring that a product area or 
regional offfce of the linn is p iep w ed tor EMU. Tbe successful a^tiem win 
lave toil knowledge of European legislation, carnal bank, stock exchange and 
centra] securities depositories, EMU ratings and market praedeesas drived by 
irxfcratry assaciaikns suA as ISMA. EDA. IFMA. ere, strong comr m a ika aaa 
and presentation Aids, as well as advanced computer skills, incltidingexpenaice 
in tnaiapng both systems old bnsin eis change programme based on a formal 
project maapai metbodripR>L Salary negotiable; Applicant, cctacated to 
MBA or advanced degree level, with rmnanma 5 years’-tO yean’ ex p eriaice in 
manag ing complex programmes of weak, preferably in a consulting or Gtandal 
services env ironm ent, should write, enclosing full curriculum vitae ar 
Box A 6087, Finaurial Tiroes. 

One Sostbwart Bridge. Loodon SRI DHL 


PRECISION 

ENGINEERING COMPANY 


FoBowag the appoin&nent of 6 hwin AAnkfebatorto 
SoufhBe Piedaan Eogteers Uri. an anioriinfly has arisen 
to acqtare the bBsraess and assets of ttss wefl estabfished 
p8dsi(»engai8efs l spe(^6siRgfliltemafaiactiffe(d]^ii 
qoaffiy specialist press tools. 

PRINCIPAL FEATlffiES INCLUDE.^ 

» Excellent Range of modem CNC and 
conventional Plant & Machinery. 

• Highly skilled woridorce. 

• Wide customer base (UK and Export) 

• Forward order book 

• Turnover in the region of £1.7 million per annum 
• Modem Leasehold premises extending to 
approximately 18,000 sq ft, located Hampshire 
• Separate division specialising in subcontract 
PCB drilling & routing operations. 

FOR FURTHER DETAILS PLEASE CONTACT 
CHRIS HAL. GSMLDHVM 


Bachc Treharne 




0171-629 7717 


1 WV HU. BSVCLEY WUKAE. 
LDNOON W!X nf 


IRWIN a Company 

c***rc*co cwiww ACeovntanrM 
Amumrm mm MmLf m MJino R Ma, 

0121-6869605 

reCOICSHU.SIIIErt 
3UTTDH COUHLDl B72 HH 




HIGH-CLASS 
EHPLOYlffiNT AGENCY 

BflllB 

touted In Central London 

Sptaalolng m senior sBBtiarial and hmuSb 
inaragmai, pemratail and lenporaiy 
Established 15 years wtOiUue-ctDp 
customer tase muniy financdl 
mrUsanx 

Tjnova £1 an. Wghfy proftaMc. 
baQaV on&ril opportunity Owner rettina- 




Writs to: 


75 StaepffErik Ians 

1 RaYtfBhBadTNofflnglBTi NG15 9FD Jj 


Precision Eng. South East 



CONTRACTS & TENDERS 


The John Adnlakutnc Recovers. Stephen Swaden Gl Keith Goodman 
of Leotard Curtia &. Co. Offer tor Sale the ITuaiia m aid Assets ok 
dub Cloddng Cocnpnny Limited 

LEADING FASHION MANUFACTURES 

Ladies Outerwear/Tailoring 

□ Effinhe range of cam it seasons patterns and (ample stock 

□ EsobfisSed business with T/O for Y/E 31.12.97 c.£9E million 

□ £1 miDion order book; Ranee of current stock 

□ Blue chip customer base nv hiding High Soeei multiplea and 
Mail Order (plus aubstanria] export market) 

Q FuDy equipped leasehold pr emises in London N4 

Best bids sought by Friday, 3 April 1998. Contact Conrad Hill of 
Edward Symmons & Partners - ftre 0171 407 6423 


Tel: 0171 955 8454 


BUSINESS TRAVEL 

Doaytmcmfaaywaatocnm 
all/ majority Make in a licensed busi- 
ness travel agencyAeam? 

Do you have substantial (£2 OOfc+l 
funds aid do you have a meaningfa] 
(£250k+) business travel budged 
If u onasa ut ta Una caafidence xc 
Baa RS32L Itetal Thm. 
OorSontenifi Bri%e, 
LoteoaSDSHL 


A magnificent 

CAR SHOWROOM 

FOR SALE 
between 

BOURNEMOUTH & POOLE 
Old eswhlixhrri family hainio, 
Holds 40 can in main showroom 
plus eight outride. Very profitable 
year in year out. E72SK freetnU. 
Priodplw only, reply: 

Bex K7IL fih—rlal Una. 

OreStatateM* Bridn Loteou S3 SB 


GLOBAL ACTIVE PORTFOLIO 

Fund management of a portfolio of up to £ 60 m 

The Counal is loolang toj^mirt^ftrod^Tiana^nient^cornpany vrith tirtir and radiative to run an active 

hs ^ emphas^n your oapaWlities to undertake innovative regional and thematic research 

alongside stock s ^° n ^[^anagement companies whe can de monstra te sound analytical skills. 
We are keen to talk to tund ma g and an ouBMna , ng reconj. 

active and suocessMI managemen y , „ A 4 S 3 Bxt 2588 or sand 

Tabemer House. Park Lane. 

mm in c 


tive ana »««*>■“ * Michelle Isted on 0181-686 4483 ext 2588 or send 

For application form P^?Z^^ Lond ^ Borough of Croydon. Tabemer House, Park Lane, 

° f Treastay Manager. (Rek Pen/Gtoba$ 

Croydo^ CRB UL. Ms* tor we J9gft 


aoZto* for return otappticationr^^prtM^ 

CROYDON 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


» Digital Swttching/Hber 
Optlc Lines 

• AT&T and Other Networks 
e U98 from Home, Office, 

HoTbIs, Cell Phones 

* 24 Hour Customer Service 
Call now tor New Low Rates) 

Tel: 1 ,206.284.8600 

Fax: 1-20&27D.0QQ9 

Linas open 24 horas) 

Kallbacfd 


Sale/Merger 

IT 

IT Systems Integrator 
Multi Vendor accncdtns 
+ Consultancy & Training 
Quality Maintenance base 
Blue Chip LANs. WANs 
80 Members of stuff 
ItrbiKCUnM 
UteTnteExnxtLId 
44 MuktesCRaKte 
WaUagtem KG4I LR’ 



jranag teuiet/bg 

busmess 

saie^ost 

Tbe No. l Mependett Bsting of 
maSurn to lane comp anie s far sals 
[ n rthei UK {T/olltm-). Nov kxtode 
Bnpa coapanfes fttraak + *A 
.UK ie cehushps .For sub ' ' 
0181-875 


PliBUCATION FOR 
SALE OR JOINT VENTURE 

An mdepcrafenl miemaiiaea] 
gniefc for First Class Travellers. 
Wrfle te Bur BSZL Ftereml TiK. 
One Sunl fa w .mk Bridge. 
UudcoSElPHL 
or tn bl the UK 81252 874836 


LEGAL 

NOTICES 


Mmum or 

. national EMPLOYEES 

mutual oenquil in5Ira 

ASSOCIATION limited 

tafxtoBii d WMGta. VO Box riSriate 
ten. Umka KM *PP. btaa4 tan Mi 

M iq pitaWl MCW* tom taodws U Cm 

gsipwg 

AjMCMHONlMluidror 
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TECHNOLOGY 


INTERNATIONAL PEOPLE 


WATER IRRIGATION 


Dry solution 
to water loss 

Frances Williams on a product designed 
to reduce evaporation in arid soils 





KJ[It will not make the 
nCm desert bloom, but sd- 
■MMentists at Nestis's 
research centre in Switzer* 
land believe their technique 
to cut water evaporation in 
deserts could revolutionise 
agriculture in the world’s 
arid zones. 

Guilford Development, a 
small Geneva-based com- 
pany that has bought the 
patent, hopes to market the 
product as Guilspare this 
year after full field trials in 
Oman. 

Results from early trials 
by Oman's Sultan Qaboos 
University Agricultural Sta- 
tion show that Guilspare can 
cut water evaporation from 
the soil by 75 per cent, halv- 
ing the amount of water 
needed to produce crops. 

The potential water saving 
in the Arabian peninsula 
alone could be 5bn anna 
year, according to GuHfOrd, 
saving farmers miiUnns of 
dollars. Other arid areas 
suitable tor Guilspare's use 
include South Africa, Aus- 
tralia and California where 


over-irrigation is a 

build-up of salt 

Guilspare \s active ingredi- 
ent is siloxane, a non- toxic 
biodegradable compound 
that ultimately turns back 
into sand. Mixed with water. 

it can be sprayed on the 
ground at about a teaspoon 
per square foot (TSkgSQkg of 
active compound per hect- 
are) using standard agricul- 
tural spraying machinery. 
The treatment is repeated on 
each ploughing. 

As Guilspare dries it coats 
the grains of sand with sili- 
cone to create a water-repel- 
lent layer that works on a 
principle nwnilar to that of 
disposable nappies. Irriga- 
tion water, rain, dew and air 
penetrate the soil but mois- 
ture cannot return to the 
surface to evaporate. 

Tbe water Is trapped 
under a dry, weed-repellent 
surface layer, at a depth that 
ita piwirig on the Strength of 
the treatment. For most 
crops the treatment raises 
moisture levels In a layer 
about 5cm to 20cm below the 



Gulspare can s&iiffcantly cut water evaporation from desert sofl 


surface where the plants 
roots are. The water is folly 
available to the plants, 
unlike some water-retaining 
systems. 

Other potential Guilspare 
applications include desali- 
nation of over-irrigated soils, 
now being tested in Oman, 
and surface collection of 
dew, an important water 
resource in coastal desert 
regions. Guilspare can be 
used with another Nesti&de- 
veloped product that pre- 
vents wind erosion and drift 
of sandy soils. 

A domestic version of 
Guilspare will go on sale in 
Switzerland shortly for the 


houseplants and potplants. 
A related product water- 
proofs terracotta pots but 
allows them to “breathe”. 

Water loss through terra- 
cotta pots is typically twice 
as great as through the soil. 
Moreover, tbe treatment will 
also stop unsightly discol- 
ouration. caused by salt 
deposits left behind by evap- 
oration. 

Although Nestle has 
decided that the products 
are too far removed from its 
core food business to sell 
itself, its researchers will 
continue to be involved in 
development as part of the 
patent transfer arrangement 


Sir Andrew 
takes role 
as chairman 
at Euroclear 

Sir Andrew Large, the banker’s 
mandarin, is to become 
chairman of Euroclear, the 
world's largest clearing bark. 

Brussels-based Euroctear last 
year handed a record 
$3B,100bn of securities on 
behalf of its diarts, up 10 per 
cent from 1996. Rotf~Emst 
Braver, the present chairman, 
win resign from both Eurodear 
boards because of the demands 
on his time from his role as 
spokesman for the board of 

managing cflreetors of Deutsche 
Bank. 

Sir Andrew, 55, was chairman 
of the Securities and investment 
Board, the chief UK financial 
regulator, from 1992 to 1997. 
From 1980 he was a senior 
executive with Swiss Bank 
Corporation. He became a 
member of SBC's main board in 
1987. 

Eurodear's main priorities wDi 
be the advent of the single 
European currency next year, as 
wed as the transition to 
red-time settlement Tracies are 
currently settled at the end of 
each day, but in parallel with 
the globalisation of the financial 
markets, market participants are 
dem a nd i n g real-time settlement, 
where transactions are settled 
immecSetety after taking place. 

Eurodear is also facing 
competitive pressure from 
Cede!, Its Luxembourg-based 


rivaL White Cede! remains 
smattw, wtth Sl5,OOGbn of . 
transactions last yew, its growth 
has been faster than 
Eirodeer's, espedafly In what 
are believed to be future growth 
areas such as triparty repos. 

In triparty repos, the clearing 
banks manage their clients' 
cash by buying and selling 


Triparty repos increased by 40 
per cent in 1997 at Eurodear 
and 105 per cent at CedeL 

Samir Iskander 

Bandle to 
join Veba 

Veba, the DOssddorf-bzsed 
Industrial conglomerate that is 
one of Germany’s biggest 
companies, has appointed the 
first non-German to its 
management board. 

Alain Bandle, 45, is taking 

over responsibility for the 
group's fledgling 
telecommunications activities, 
which Indude the o.td.o 
fixed-line telecoms group 
owned jointly wtth RWE, tire 
Essen-based conglomerate. 
Ulrich Hartmann, Vebe’s 
chairman, has stepped up the 
group’s a ttem pts to 
Internationalise its activities. 
Last October Veba was listed 
on the New York Stock 
Exchange. 

Swiss-born, Bandle te 
currently a senior manager at 
Hewlett-Packard Deutschland 
but has previously worked at 
Procter & Gamble and Swissair. 
Among his immediate tasks wtH 
be negotiating a deal with 


The Key to Africa’ s Golden Map 


This map of Africa is in fact a magnified gold particle discovered 
by chance at our new Sadiola mine in Mali. In our continuing 
exploration for Africa’s riches, however, nothing is left to chance, 
but is backed up by a prospecting budget which is among the 
world's highest. 

Anglo American Corporation, one of the world’s biggest and most 
experienced mining groups, bom in Africa at the beginning of the 20th 
century, is also one of the continent’s success stories. So there is little 
wonder that we have the specialised skills, expertise, local knowledge, 
commitment and access to capital to unlock its treasures, creating jobs 
and prosperity for its people. 

We are prospecting not only for gold, but for a wide range of other 
minerals and base metals in more than 25 African countries - a vote of 


confidence not only in their prospective mineral wealth, but in the 
recent profound changes in their business and political climate. This 
grass roots exploration is increasingly balanced by a willingness to 
pursue prospects in partnership with junior as well as other large 
mining companies. 

A constant striving for innovation, based on more than 80 .years of 
expertise, has kept us at the cutting edge of mining technology. In South 
Africa we have pioneered ultra deep mining, extracting gold more than 
5 kilometres beneath the surface of the earth. But we also have the 
knowledge and the know-how to bring a 1,00 0 year old mine in Mali 
into profitability. 

When it comes to unlocking Africa’s riches, the key is Anglo American. 


Anglo American Corporation 
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THE CUTTING EDGE OF THE NEW SOUTH AFRICA 


BellSouth, the US Wacom# 
company that Vaba and RWE 
wart to sign up as a partner fat 
ofteLa 

Meanwhfie, Mobtaxn, 
another group seeking to take 
advantage of the SbaraBsatien 
of the German telecoms maricat, 
has appointed Qatar Vogai, the 
soon-to-retire chairman of the 
Thyssen engineering gmp. as 
a member of Its supervisory 
board. 

Vogel b leaving Thyssen after 
having failed to win the top job 
bi the company that will be 
created through tin merger of 
Thyssen wtth Its rival Krupp. 
Thyssen has also taken a step 
into the tstocommunicatfora 
industry - although on a smaller 
scale than Veba. Mobflcom, 
which re-seds telecoms 
services, has pown rapkfiy and 
claims to be carrying 2.5m 
minutes of conversations dally 
via its fixed One servlcei 
ftaiph Addns. Bonn 

Bustamante to 
Telefonica SA 

Liis Martin B u stam an te, who 
was recently named chairman 
of Telefonica de Argentina, is to 
return to Spain to take charge 
of the communication group’s 
domestic basic telephony 
business. 

The job change forme part of 
a corporate reorganisation tint 
re-styles Telefonica de Espana 
as Telefonica SA, a holding 
company controlling a 
dhreraified and multinational 
corporation, and which 
re-defines TatefonJca de Espana 


as a company providing 

canter services to Spanish 
cfientBL 

Posted to Buenos Aires in 
iggo when Tefefonica acquired 
Its Argentine subsktay. 

Bustamante. 43, became the 

irtt's general manager in 1995 
and its chairmen in December. 
Over the period Telefonica do 
Argentina, Tasa, became a jo*® 
in the crown of the Spanish 
carrier's extensive network in 
Latin America, claiming the 

highest phone service 
penetration ratio in the region 
and the highest number of fines 

per employee. 

A blue chip company on the 
Buenos Aires stock exchange. 
Tasa also branched out Mo 
cable TV services and 
rmrtmeefla through ventures 
wtth local programmers and 
companies controlling sport 
broadcasting rights. 

Bustamame’s new 
appointment as chief executive 
represents a considerable 
professional challenge because 
Telefonica's domestic fixed 
telephony division, which is the 
group's main revenue earner, 
feces squeezed margins with 
the onset of deregulation in the 
telecoms sector. 

Retevtsld, a carrier backed by 
Telecom Itafla. launched a 
competing service in January 
with an aggressive pricing 
policy and France Telecom is 
bidding for a third Bcence tor 
residential customers that the 
government is due to award in 
May. Full deregulation of the 
Spanish telecoms sector wflt be 
Introduced in December. 

Tom Bums, Madrid 


MOVING PLACES 


• Robert Effiatt, senior 
vice-president of FEDERAL 
EXPRESS has been named 
president of the company's 
Europe, MTddte East and Africa 
division. He succeeds David 
Bronczek who was recently 
promoted to chief operating 
officer and executive 
vi ce-president rasponsaXe for 
FedEx operations woridwkfeL 

• John Sharkey, who last year 
sold hte ad vertising business, 
BST, has been appointed 
managing director, Europe for 
MANPOWER John Chalt who 
developed the poet, becomes 
chairman of Manpower's 
Euopean operations in addition 
to remaining managing director. 
Asia. He Is returning to the US 
to taka on a broader rote. 

• AMERICAN MANAGEMENT 
SYSTEMS, the internatio na l 
business consulting and fT 
services company, has 
appointed Christopher Gertach 
vice-president and chief 
a dmin istr a ti ve officer for 
European operations. Gertach 
joins AMS from Content 
Hokfing, where he has been 
managing director since 1994. 

• Yves de , France has joined 
KPMG PEAT MARWICK as 
director in charge of developing 
the defence and aerospace 
sectors. Previously he was sales 
and marketing director of the fT 
and systems division of 
Dassatit Sectronique. 

• WALL DATA has annouicad 
the appointment of Rick Fox as 
vtoe-presfclent finance, chief 
financial officer and treasurer. 
Prior to Joining Wall Date Fax 
served as senior vice-president 
of Paccar, responsible for the 
company's accounting, treasury 
and Information systems. 

• L&IMAN BROTHERS has 
app ointed Augusta 
Lopez-Carios as senior 
international economist 
responsible for Russia. 
Lopez-Carios joins from the 
International Monetary Fund. He 
was the IMFs raddent 
representative In Moscow from 
1992 to 1995, during which he 
acted as a liaison between the 
IMF in Washington and the 
Russian go v ernment 
Lopez-Carios wBI be based in 
London and w9 report to John 
Llewellyn, the company's global 
chief economist 

• BtC has appointed Jacques 
WbcL 43, to the newly-created 
post of managing cfirector 
France and Benelux. He will be 
responsible for co-ordinating 
the company's paper, lighter 
and razor activities and brands 
Hi the countries c oncerned. 

Wbd was previously cfirector for 
Western Europe at Moulinex. 

• US' investment bank 
MStWLL LYNCH has appointed 
former US ambassador to Italy 
Reginald Bartholomew chairman 
of Martin Lynch In Italy. The 
a ppointm e nt ts in addition to 
Bartholomew's current duties as 
vfcs-chsirrnsn and managing 
director of Merrffl Lynch Europe 
Hokflngs. Merit Lynch 
sJ{pfflcantiy increased its 
presence In Italy in 1997 with 
the acquisition of Cdmegie 
Italia. 

• German fashion group 
ESCADA has announced that 
Juergen Rtehterwlfi be 
appointed to its managing 
board. FScftter Ig the mana^ng 

partner of the Schneberger 
Group in Muenster. in his new 
position Rtoftter wBJ be In 
charge or the German 
subsidiaries of Escada. 

• Jean-Pad Hamon, 48, has 
been appointed managing 
cfirector fT and 
t mocomm unteations of Air 
France. He was previously 
managing cfirector and senior 
vice-president of Amadeus 
Development and is being 
replaced in this post by 
Jacques Ugnteres, deputy 
general manager, development 

• French leisure company 


CLUB MEDITERRANEE said it 
had appointed Michel Wolfovsto 
Its new finance manager. 
Wbtfovstd is the former finance 
manager of Matre 
C om m u n i c a t io n, a joint 
subsidiary of Lagardera and 
’ Northern Telecom. 

• NEtAS CORPORATION has 
appointed Joe Kiener to the 
newly created position of 
president and chief operating 
officer of News America 
Pubfishing Group. Kiener will 
report to Antfiea Disney, the 
Chairman and chief executive of 
NAPG. 

• SWISS RE LIFE & HEALTH, 
a spedafist global division at 
Swiss Reinsuance Company, 
has promoted Ann Godbehere 
to divisional chief financial 
officer. She joined the (^visional 
executive board at the end of 
1997. Based at Swiss Re Life & 
Hearth's headquarters in 
London, Godbehere Is 
responsible for afl aspects of 
global financial management. 

• ABN AMRO has announced 
thatTariq Raflque has joined its 
International Securitisation 
Group- He win join as managing 
cfirector and tend of Latin 
American Securitisation and will 
be based in New York. He was 
previously managing director 
and head of Latin American and 
International structured finance 
at Standard & Poor's Ratings 
Group in New York. 

• Xavier Oliver has become 
the president of the EUROPEAN 
ADVERTISING AGENCY 
ASSOCIATION. Oliver is the 
c hairman of the BBDO Group in 
Spain. 

• SLC ASSET MANAGEMENT, 
the UK subsidiary of Sun Ufa 
Assurance Company of Canada, 
has appointed Jacqui 
Sokotowski marketing director, 
reporthg to Paul Sherman, 
managing director of SLCAM. 
She joins from Henderson 
Investors, where she was 
divisional director wtth 
responsibility for marketing 
planning and strategy 

• CfTRIX SYSTEMS has 
appointed Michael Wencfl 
managing cfirector of the 
company's new European 
headquarters, which opened Jn 
February In Munich, Garmwiy. 
Wencfi will oversee Gtrfx 
operations for Europe, The 
Middle East and Africa. Prior to 
joining Cttrix, Wend! was 
cfirector of Conner Peripherals’ 
European OEM business. 

• EUROPGAR, the car rental 
EF°UP. has announced a hew 
management structure far Its 
UK subsidiary following the 
acquisition of BCR Car & Van 
Rental. Terry King-Smith, former 
chairman and chief executive of 
BCR, wfll become Joint 
chairman and managing director 
of Europcar UK. 

David Ashfidd has been 
re-confirmed as finance 
director, while Doug Sawera 
retains Ms position as 
operations cfirector and. 

Stephen Jones marketing 
director. Paul Batchelor, 
previously commercial director 
at BCR, has been appointed 

sales director and John 

Newman, formerly o p erat ion s 

director a BCR becomes fleet 

cfirector. 

• DELL EUROPE, MIDDLE 

EAST AND AFRICA, part of the 
DeH Computer Corporation, ha 
appointed Maggie Milter, 41, 
vice-president, information 

systems technology. MBter joins 

Dell from Fret Choice Holidays. 

tlntentatfonal 
. appointments 

; ’ Please ifttlntomatton 
- on new appointments 
-mtiietireaeotsto. • 
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An escape 
into the 
imagination 


ART 


LYN N MACRITCHIE 

Bya ad EndRa iicidtakov 
The Palace of Propels 

For 20 years, the Russian 
artist nya Kabakov occupied 
an old attic studio high 
above Moscow, accessible 
only along a pathway of 
planks laid out over the roof 
beams. By day. he worked in 
his official job as an illustra- 
tor of children’s books. In 
the evening, friends gath- 
ered in the studio, giving 
secret “exMbmons” cf then- 
work, which the Soviet 
authorities would not permit 
to be shown in public. 

His attic, then, was a kind 
of prison, but it was also a 
place of escape, at least for 
the imagination. Talking in 
their present home on Long 
Island, Kabakov’s wife and 
working partner Emilia 
describes the old studio as “a 
kind of heaven, because it 
was hell outside”. Since 
arriving in the west in 1988, 
Kaba k o v. 65, has carried his 
visions of heaven and memo- 
ries of hell about with him 
recreating thgm in a series 
of installations. 

In 1998, he subverted the 
Russian pavilion at the 
Venice B iennal e by turning 
it into a building site. In 
1995, he did the same with 
the lower Cocas of the Pom- 
pidou Centre in Paris, trans- 
formed into the long aban- 
doned foundations of a 
never-to-be-finished “City of 
the Future". Now, the Roun- 
dhouse. at Chalk Farm in 
London, is the site of "The 
Palace of Projects”, commis- 
sioned by Artangel and 
Kabakov’s first work to be 
seen in England since 1968. 

In this bleak old railway 
shed, the air chilled with 
more than a century of 
damp, an extraordinary 
structure rises. Gleaming in 
the dim interior, a fabric and 
wood tower spirals upwards, 
like the white shell of an 
enormous snail- Inside, on a 
clutter of wooden tables, are 
spread out the “Projects", 65 


in total, each the cherished 
brainchild of a cast of char- 
acters as diverse as their 
dreams. 

L Stachovich, violinist, 
Moscow, wants to redistrib- 
ute energy over the earth's 
surface by bouncing it ha/ 1 * 
off panels in the sky; K 
Sokol, researcher, Miiinic, 
has designed a raincoat 
which lets the wearer com- 
mune with the natural 
world; V Mikhailov has 
invented a pump which 
directs a jet of air into 
heaven to manage the 
clouds. .. 

These grand schemes are 
complemented by smaller, 
more domestic conceits - a 
punishment corner for mis- 
behaving utensils, a bed sur- 
rounded by plants to give 
the illusion of sleeping in a 
beautiful garden, a wardrobe 
fully furnished wifi) bed, 
desk and books where the 
user can rest and study. 

The plans for each project 
are drawn up in meticulous 
detail, their concepts and 
hoped for effects described at 
length and demonstrated by 
the table-top models at wood 
and wire and foam, their pre- 
carious construction remi - 
n i scen t of the school room. 

In previous works, Kaba- 
kov has used “humble 
objects which can be bought 
anywhere”, as he describes 
them, to make enormous 
installations such as “In the 
Communal Kitchen”, 1993, 
which evoked the experience 
of living in the apartment 
blocks in which be and his 
neighbours endured the 
Soviet attempt to create uto- 
pia. His drawings of the 
1960s and 1970s often show 
people floating in the sky, 
high above the crush of city 
streets and crumbling build- 
ings. 

Kabakov the artist could 
escape his cramped sur- 
roundings into his imagina- 
tion, disappearing through 
his pictures into the infinite 
spaces of the sky. Now living 
in the “freedom” of the west, 
his work has become more 
personal — he has lately used 
images from both his and his 



Brf0it Ideas: Rya Kabakov brings The Palace of Pro j e c ts' to England 


wife Emilia’s family photo- 
graph albums in installa- 
tions - and also more uni- 
versal, the “Palace . of 
Projects” as a site of d reams 
we all might share. 

From Long Island, he 
described his ' working 
method. “I am Indifferent to 
materials,” he said, KmUia 
translating from Russian. “I 
don’t expect anything spe- 
cial from thftm_ My attitude 
to location is just the oppo- 
site - I am enormously sen- 
sitive to space ...” - 

He said that working at 
the Roundhouse was “risky” 


as the building, however 
spectacular, did not have the 
cultural resonance he values 
so highly, “hi museums, 
people feel culture all 
around them.” 

In the event, however, it . 
has come off His flimsy pal- 
ace brings its own culture 
with it, recalling similar edi- 
fices built arid unbuilt, from 
London's Crystal Palace to 
Tallin’s Monument to the 
Third International, never 
realised but never fo rgott e n. 
Inside his palace's rickety 
superstructure, his favourite 
characters, ordinary people. 


the “little men”, live 
through whatever history 
throws at them, consoled by 
their private dr ea m a. 

“At to** beginning cf toi» 
century, there was an explo- 
sion of ida^s , universal uto- 
pias in every field,” he said: : 
“Some remained llantaafcs. 
and some were realised , 
...We are the victims?' : 1ite- 
wltnesses of these fanta- 
sies. . . Now, people can look 
at these projects »nri as they 
respond to the ones which 
most i nte r net town, perhaps 
they will realise that toe per- 
son who imagined it is not 


crazy, but could he them- 
selves." 

The Kabakovs, survivors 
of the Soviet utopia, know 
better than most both the 
liberating power and poten- 
tial .danger of the human 
ima&naMim. 

PyTaMT&nifalttoaiOT.'The 
Palace of Prajecte”, The Romt- 
OMSM, CUk Fra Rood. Lon- 
dau JWI, wifi May 10. 0p« 
Tuesday-Sonday, 12- 8pm. 
0171-338 6803- Co mra ta tawd 
by Artangel and tke Moseo 
Nadoml Centre de Arts Rotes 
Sofia, Madrid. 


T adding the true romantics 


MUSIC 


RJccardo Cbalfly and the 
Synpfaouy Orebectra/Jofan Oat 
Gudtaer and tire PUfeannonk 

The international reputation 
of Riccardo Chailly draws 
strength from his 10- year 
link with the Royal Concert- 
gebouw Orchestra, but does 
not depend on it That much 
is obvious from the sizeable 
following he has developed 
for bis concerts with the 
London Symphony Orches- 
tra. 

His latest visit, culminat- 
ing in a performance of 
Bruckner’s Eighth Sym- 
phony at the weekend, 
offered some clues to his 
appeal - without providing a 
convincing explanation. 
Ghaifiy has two formidable 


advantages over most con- 
ductors of his generation: he 
knows how to get what he 
wants from an orchestra, 
and he is a musician of 
transparent integrity. What- 
ever reservations his Wag- 
ner and Bruckner may have 
aroused, these qualities 
shone through every bar. 

The first concert was a 
pairing of funeral rites - 
Mahler’s Totenfeier and the 
last part of Act 3 of Gutter- 
dBmmmmg.Totenfeier is the 
original first movement for 
Mahler’s Second Symphony 
- broadly similar in struc- 
ture and mood to the final 
product, but less incisive. 
Chailly made ft every bit as 
imposing, thanks to the 
vehement responses of the 
LSO strings, which sounded 
more precise and alert than 
in recent concerts under 
Rostropovich and Davis. But 


it was also a question of 
Chailly's structural control, 
moulding the accelerondos 
and ro Uentandos in such a 
way that you couldn’t tell 
where one began and the 
other ended. . 

In the Wagner, Chailly's 
Germanic sympathies des- 
erted him. Here was an Ital- 
ian conductor reverting to 
type - emphasising colour 
and cantilena at the expense 
of dramatic thread. Sieg- 
fried’s Funeral March was a 
muted lament. neither dark, 
brutal nor tragic; the Immo- 
lation Scene was immacu- 
lately “sung", without com- 
ing across as elevating or 
cataclysmic. In Jane Eag- 
len’s Bnumhilde, Chailly 
found a soulmate: the sound 
per se was thrilling, but 
there was no intensity or 
conviction. Chailly has yet 
to conduct Wagner in the 


theatre, and it shows. 

In Bruckner’s E igh th , the 
ingredients of a great perfor- 
mance were all there - 
weight, majesty, unhurried 
evolution, topped off by the 
LSO’s fat and flattering 
'tonal resources. -Chailly 
spoiled everything by taking 
the first three movements at 
unusually slow speeds. The 
opening Allegro moderate 
was too self-absorbed to gen- 
erate a sense of unfolding 
tension. The second move- 
ment came across as a pon- 
derous plod rather than an . 
exuberant scherzo, while the 
Adagio had a saccharine lux- 
uriance that could have 
wafted in from Torre del 
Lago. After that, Chailly’s 
edge-of-the-se&t finale 
belonged to a diffe rent sym- 
phony - or at least a differ- 
ent per for m an ce. 

Between Chailly’s two con- 


certs at the Barbican, John 
Eliot Gardiner conducted the 
Phffhannonia at the Festival 
Hall in Elgar's In the South, 
Sibelius’s Violin Concerto 
(an engagingly gypsy-like 
performance from Gidon 
Kremer) and Brahms's First 
Symphony. The change of 
atmosphere from Chailly's 
concerts could not have been 
more striking. Where the 
LSO had been wflflngly lea,' 

the PViSlVmrmnnfo sounded 

Hfce a home being whipped 
round a racecourse. / 

According to the pro^ 
gramme. Gardiner’s series 
with the Philbarmonla is 
designed to “display his tal- 
ents as a distinguished inter- 
preter of... Elgar". Whq is 
fooling whom? Perh ap s, we 
are being softened 19 for a 
Gardiner/Elgar recording 
project, because until this 
series, Gardiner had scarcely 
conducted Elgar. 7a the 
South was subjected to tile 
fun blast of his whizz-bang- 
wallop treatment: it was dril- 


led, noisy and Inflexible; th&u 
cumulative glow of Elgar's-’ 
crescendos smothered toy '■> 
four-square phrasing, the 
balmy reflective passages 
swept by a stiff northern 
breeze. 

hi tile Brahms. Gardiner’s 
breakneck pulse for the 
opening sequence, followed 
by a knee-jerk transition to 
the first movement jre_ 
demonstrated a srofinrif 
of rigid frigidity. There Was 
simply no space for the 
•sound to come out The mid? 
die two movements allowed 
same Veta x aflan. for which 
. we must thank the Khobar-, 
mania’s wind principals; the 
finale was a graceless sprint 

Unlike Mackerras and Nar- 
rmgtau. Gardiner does not 
transfer- waQ from the hot- 
house conditionB of- period 
esBsendfl^ and recording sta-7 
dio to tiie real world of sym- 
phony orchestras; and he is 
crudely Insensitive to the 
shape and style of romantic 
music. 


Big, brash, 
but not 
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tAN SHUTTLEWOR TH 

Saaqt Jack aocftfw Specs 


Heraclitus ^remarked that 
one cannot cross , the same 
river twice. NO m usi ca l act 
ran ever truly' be “the new 
Ehtis'V^tbe new Beatles" or 
“the toes* Dylan”; no televi- 
sion docudraxna can be “the 
new G Otky Come Borne r. 
(.Titanic - the new Gone 
With The Wind - is the 
exception that proves the 
rule.) Once ground has been 
broken, it cannot be broken 
anew a 1 second time. Saucy 
Jack And The Space Vixens 
can never be the new Rocky 
Horror Show. 

True,’ it has grown like 
Richard O’Brien's monster 
from modest beginnings On 
this case, as a student show 
from the University of Kent 
in Over-Seas House on the 
1965 Edinburgh Fringe); true 
also, its book and lyrics con- 
tain- the kind of effortless 
camp Jewdezy that O'Brien 
has been unable to reattain 
for the last two decades - 
the action takes place in a 
seedy cabaret bar on the 
planet Ftottage m, where a 
group of intergalactic crime- 
fighters (the Space Vixens) 
arrive to track down the 
vicious Slingback Killer, 
who - yes - stabs his vic- 
tims with a seqidnned shoe. 

But at other times it sim- 
ply tries too hard: the sang 
“Fetish Number From 
Nowhere" is dearly a blood 
relative of Rocky'S “Sweet 
Transvestite", and Dr 
Whackoffs spoken coda tells 
us almost in as many words, 
don’t dream it - be it 

The ethos of the show is 
glam, hut 1970s disco-glam 
rather than the raucous yob- 
bery of glam-rock proper, 
with song titles such as 
“Glitter Boots Saved JMy 
Life" and “All I Need Is 
Disco". The writers manage 
to cram in allusions to 
‘Don't Cry Far Me, Argen- 
tina" and two separate Glo- 


ria Gaynor songs within a 
single pxanbeec. (Against thfe, 
at point, James. Compton 
and his band dispatch a very 
serviceable Dave and Ansfl 
Collins-style bluebeat 
stamp.) 

- The performers wear th068 
little microphones that curl 
around the side of tbe'fitce. 
They could have gone for 
more unobtrusive devices, 
but these look more futuris- 
tic, don’t they? The sound 
mtg for the early part of the 
press night was dire, with 
vocals semi-audible and 
musical dynamics lost 
beneath the beat - you 
couldn’t even hear the Sfotf t- 
esque “cbuck-a-wah” guitar 
properly. 

As Jack, David Schofield is 
in no doubt that subtlety 
should be left at home with 
a good book, and not toler- 
ated within the precincts of 
the Queen’s Theatre. David 
Ashley struts his transgen- 
dered stuff with aplomb as 
would-be Vixen Booby, and 
Daniel Wexler’s Sammy com- 
bines appealing wimpishness 
with no mean sax-playing 
ability. 

Director Keith Strachan 
gives us the lot - wild flash- 
ing lights, Kirby wires, a fan 
dance . . . you name it. . But 
there is something unappeal- 
ing about watching people 
st ri ve with such steely deter- 
mination. Underneath it all. 
they are not just serious - 
they are earnest. When 
Schofield tells himself, 
“Saucy Jack, you're a 
naughty one," he is quoting 
from This Is Spinal Tap: the 
line gets a moderate laugh of 
recognition, but Rob 
Reiner's film works so beau- 
tifully because it underplays 
much of the ludicrousness. 

Bigger and brasher is not 
necessarily better. Saucy 
Jack will do modest to 
respectable business because 
it offers a couple of hours of 
a famfUaT lrtnd of fttn, but 
only the pretence of real 
extravagance or liberation. 

Saucy Jack and tie Space Vix- 
ens, (keen's Theatre, London. 
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INTERNATIONAL 


production is conducted by Daniel 
Barenboim and Sebastian Weigte; 
Apr 5 


conducted by Heinz WaOberg in 
works by Hindemith, Schumann and 
Brahms; Apr 1 


soloist Serge Nakariakov; Apr 1 

Royal Festival hWI 

Tet 4+171-900 4242 


conducted by Kari-Ftiedrich Beringer, 
with the Wndsbachar Khabenchcr, in 
Bach's Maas in B minor; 
Jeeu tt e nk frc h e; Apr 3 


production by Robert Wfteoh, with 
costumes by Frida Parmegghrt; 
Apr2 


A rtC BOLOGNA 

HELSINKI 

• Bamberg Symphony Orchestra: 
conducted by Ingo Metzmacher in 

• The Engftsh Concert Trevor 
Pinnock conducts Bach’s St John 

New York City Opera, New York 
State Theater. 

f 

. .fl 

L VI OPERA 

OPERA 

works by Barttk and Mahler. With 

Passion, with soloists including tenor 

Tat 1-212-870 5570 

.'n 


Guide 


AMSTERDAM 

DANCE 

Het MuzMdheater 

Tel: 31-20-551 0911 
Dutch National BaKet Romeo and 
jqflet Rucfi van Dantog’s 1967 
version, c re a t ed for the DNB and set 
to Prokofiev's score. With sets and 
costumes by Toer van Schayk; Apr 
1. 2, 3. 4. 5 ^ 

BERLIN 

DANCE 

Staotsoper tarter den Unden 

Tet 49-30-2035 4555 
wwwntaatsope/*-aortfn.org 
Tenzstunden: ballet triple bW. to 
music by Henze. Lb DteperazkXH del 
Signor PuWnaHa. with choreography 
and sets by Dteer Hstikamp; Ib Fils 
de 1'Afir ou f'Ehfttnt Change en Jeune 
Homme, In a staging by Henze wWi 
chcvegrapfty by Msrek Razyekf; and 
Labyrinth, by Mark Baldwin; Apr 2, 4 

OPERA 

Staataoper unter den Lbtden 

Te£ 49-30-2035 4555 
wwwstaatsoper-berBn.org 

Die Maistersinper von NOmberg: by 
Wagner. Harry Kupfer's new 


Teatro Comunafe 
Tet 39-51-529 999 
mt nvnethSK>.it/bohBeOrocomunale 

• Don Carlo: by Vert*. 

Co-production with the Grand 
Theatre de Gendve, conducted by 
EUahu Intel In a staging by Andrei 
Servsn; Apr 1 , 3,5 

• II Cam pie! lo: by Wotf-Ferrarl. New 
production conducted by Bruno 
Bertotetti in a staging by Narmi 
Garefla, with designs by Antonio 
FtarerrOno; Mar 31 

BRUSSELS 

CONCQTT 

Pa&fcs etes Beaux- Arts 
Tet 32-2-507 8200 
Rotterdam philharmonic Orchestra: 
conducted by Valery Gergiev in 
worts by Debussy, Mussorgsky and 
Prokofiev. With baritone Dmitri 
Hvorostovsky; Mar 31 

FRANKFURT 

concsct 

Atte Oper 

Tet 4909-134 0400 
joan Rodgers: recital by the 
soprano, accompanied by Roger 
Vignolas; Mozart Seal; Apr 5 

GENEVA 

CONCEPT 
Victoria Hafl 

Tet 41-22-3170017 
Orchestra de la Suisse Romanda: 


Finnish National Opera 
Tet 358-9-40X1 2211 
The Magic Flute: by Mozart. New 
production by Swecfish director 
Etienne Glaser, designed by Peter 
THJberg. Conducted by Mlkko Franck; 
Apr 1, 4 

LAUSANNE 

CONCOCT 
Theatre de BeauBeu 

Tet 41-21-643 2211 . 

Orchestra de la Suisse Remands: 
conducted by Heinz Waflberg In 
works by Hindemith, Schumann and 
Brahms; Apr 2 

LISBON 

CONCERT 

100 Days Festival, Expo "88 

London Symphony Orchestra: 
Riccardo Chailly conducts concert 
performances of Mahler's Totenfeier 
and the dosing part of Act 3 of 
Wagner's GfittenSmmemng. With 
sopranos Jane Eagfen and Janice 
Watson; Colfseu; Apr 1 


LONDON 

CONCERTS 
Queen Oafaeth Hafl 

Tet 44-171-960 4242 
English Chamber Orchestra: 
conducted by Raymond Leppard in 
works by Debussy, Shostakovich, 
Satie and Bizet. With piano sddst 
Alexander MaWkov and trumpet 


violin soloist Viktoria Mu tow; Apr 1 

• PtiEharmonte Orchestra: 
conducted by Leonard Stehtin tn 
works by Rmsky-Korsakov, 
Prokofiev aid Rachmaninov. With 
piano soloist Nikolai Lugansky; Apr 2 

• London Phflharmonlc Orchestra: 
conducted by logo Metzmacher In 
works by Debussy, Tumage and 
Stravinsky. With saxophonist Martin 
Robertson; Apr 3 

OPERA 

EngBsh National Opera, London 
CoRseum 

Tet 44-171-632 8300 
The Tales of Hoffman: by Offenbach. 
New production by Graham Vide, 
designed by Tobias Hoheisd and 
co nducted by Paul Daniet/WlDarn 
Lacey. Cast indudes John 
TomRnson; Apr 3. 

LUCERNE 

CONCSCTS 


Tat 41-41-226 4480 
ww*r±uoemeMJSlc.ch/ 

• Concerrtus Muslcus Wisru 
conducted by Nikolaus Harnoncourt, 
wfth'the Arnold Schoenberg Choir, In 
works by Hayrtt; JasuftsnMrche; 

Apr 1 

• Orchestra of the Age of 
Erfightenment conducted by Frans 
BrOggen In works by Bach. WRh 
soprano Lynne Dawson; 
JesuHenkfrche; Apr 2 

• Munich Chamber Orchestra 


(an Bostridge; JHuRanfdnoha; Apr 4 

• Thomas Zshetmair: recital by the 
vloOntet of works by Bach; 
Franziskanertdrche; Apr 4 

MILAN 

OPERA 

Teatro afta Sceia 

Tet 39-2-88791 

wwwJascakunSanoJt 

Linda di Chamounbc by Donizetti. 

Co-production wfth Vienna 

Staatsoper conducted by Roberto 

Abbado In a staging by August 

Evading; Apr 1, 3 

MUNICH 

CONCOCTS 
PhM iam ionle Q a ntslg 
Tet 49-89-5461 8181 

• Bavarian Recto Symphony * 
Orchestr a: conducted by Lorin 
Maazel In works by Ravel, Barber 
and Stravinsky; Apr 2, 3 

• Rindfunkorchester des 
Bayerlschen Rundfunks: conducted 
by Garcia Navarro in extracts from 

operas by composers Including 
Puccini and Wagner. With soprano 
Gabriele Schnaub Apr 5 

NEW YORK 

OPERA 

Metropolitan Opera, Uncofei Center 

Tet 1-212-362 8000 
HWwj7retppera.org 
Lohengrin: by Wagner. New 


wwwnycopemjcom 
Emmeflne: premiered In Santk Fe in 
1906, Tobias Picker’s opera Is 
presented here tn the same 
production by Francesca Zarnhello, 
with sets by Robert laraeL Baked on - 
Judth Ressner's novel, J.D. ~ 
McCtattch/s libretto Isa version of 
toe Oedipus myth set in Naw^ . 
England. The cast fndudee Patricia * 
Racette and the conductor Is George 
Manahan; Mar 31; Apr 4 

PARIS 

CONCERTS 
Sale Pleyel 

Tat 33-1-4561 6589 • . 

Orchestra de Paris: conducted by 
Yuri A hr onovft c h In works by Weber. 
Bruch and Dvorik. With vloSn soloist 
Roland DeugareH; Apr 1. 2 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hal 

Tat 1-415-864 6000 
wvrvr.sfsymphany.org 
San Francisco Symphony Orchestra: 
Stanisfaw Skrowsczewstd conducts 
Elgar's Violin Concerto, with soloist 
Plnchas Zutoerman. The programme 
also Includes works by Wagner and 
Shostakovich; Apr 1 , 2. 3, 4 

EX HIBI TION 

San Francisco Museum of Modem 

Art 

wwwjfmama.org 


A. G.;reztofc Architect of Magnificent 
Vtafana.' More than 80 drawings by 
tfw.dMftsnan who spent his 
~rgs and weekends malting 
fora perfect world. This is the 


ttoariered after his death; to Jun 23 

WASHINGTON 

EXHIBITION 
• National Gaiety of Art 

Tet 1-202-737 4215 
wwwjrge.gov 

Alexander Cakfer (1888-1076): 
'Brouxl 250 worice, including 
drawings and jewellery as wefl as 

dome of toe best exapiples of 
Cakfer’e formally Innovative 
sculpture; to Jul 12 

TV AND RADIO 

• WORLD SERVICE 

BSC World Service redo tor Europe 
«an be received In western Europe 
on fnedurn wave 64EkHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CtM International 
Monday to Friday, GMT: 

°Uft Moneyffne with Lou Dobbs 
last): Business Asia 

1&J30C Work 1 Business Today 
22Mt Work 1 Business Today Update 

• Burinasa/Martet Reports; 

0SJ17; 06357; 07:07; 08:20; 09320- 
1020; 1120; 1132; 7220; 1320;' 

. 1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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MARTIN WOLF 


The mommy state 

The UK government's passionate belief in getting people off 
welfare is creating a new subsidised industry: childcare 


Why does it make sense to 
make large sums available to 
mothers, on the condition 
they do not look after their 
own children? If you find the 
answer obvious, read no 
further. If not, you too may 
be struggling to understand 
the' occasionally strange 
world of the UK's New 
Labour government 
Imagine two British lone 
parents. Jean and Jane, each 
with two children. As 
parents on a form of welfare 
called income support, they 
will receive, from next 
November. £79.95 ($133.43) a 
week. Now suppose, they 
become registered 
childminde rs. They arrange 
look after each other's 
children Jean promises to 
pay Jane £150 per week for 
full-time care of hers; Jane 
promises to pay Jean £150 a 
week in return The upshot 
is shown in the table. Each 
would receive a working 
families tax credit of £171.55 
a week from a kindly 
government Each would 
also receive £23.25 in child 
benefit and would pay the 
government £1851 in tax and 
National Insurance. Their 
income would be £176.08 a 
week, after netting out the 
cheques for childcare, nearly 
£100 a week more than from 
income support 
The childcare subsidy 
makes all the difference. 
Without the subsidy, the net 
income of the two women 
from this arrangement 
would be only £71.08 each. 
Given the suhsidy, however, 
both are better off than 
before, which makes them 
happy; and both are 
“working”, which makes the 
UK government happy. 

What is one to make of 
this? If you think it makes 
sense, it most be because 
you think looking after 
someone else's children 
counts as working and 
looking after one's own is 
shirking. If you do not share 


that assumption, then the 
arrangement will not seem 
sensi ble and you might ask 
why not subside a parent to 
look after her own children, 
rather than someone else's. 

This particular example 
has been sharpened for 
effect. But the underlying 
point stands even if you take 
a slightly more complex, and 
more realistic, case. Think, 
for example, of a situation in 
which each woman earns 
£150 a week in an old 
people's home and then pays 
Joanna £150 to look after her 
children. Again, the 
childcare subsidy makes the 
arrangement profitable. 

Each woman earns £150 a 
week, but receives £326.08. 
including working families 
tax credit. Again, each 
enjoys an income of £176.08. 
after deduction of the £150 in 
childcare costs. 

The conclusion must be 
that the incentive to “work” 
provided by the childcare 
tax credit is overwhelming. 
As in the US, the UK 
government wants to get 
people to work, and the 
answer is childcare. The 
subsidy is likely to push a 
great many women on 


benefit who now look after 
their own children into 
work. In retrospect, this 
credit may well be viewed as 
the most important feature 
of the Budget. The Treasury 
estimates the total cost of 
the working families tax 
credit, including the 
childcare subsidy, at £i .35bn 
by 2000-01. from an indexed 
base. Rather more plausibly, 
the institute for Fiscal 
Studies suggests the cost of 
the childcare credit alone 
may rise to £4bn. as parents 
realise how generous it is. 

The government is 
creating a new subsidised 
industry: childcare. It is 
doing so in two senses: it is 
providing beavy subsidies to 
this activity and these 
subsidies are conditional on 
use of formal rather than 
informal care. Instead of 
being looked after by a 
grandmother, relative or 
friend, children will now be 
looked after by registered 
min ders. 

The question is why so 
generous a subsidy should 
be sensible. If someone can 
earn only £150. but needs to 
pay someone else £150 a 
week to allow her to do so. 


Mr Brown's generous childcare 

Lorn parent mfcng ftS-toe, earning El 50 per week, wth two cWdren under n, 
paying £l 50 ctifldrare 
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total output is not increased 
at all, since the money she 
has to pay for childcare is a 
measure of lost output 
elsewhere in the economy. 

There are two arguments 
in favour of the subsidy. The 
first is that it makes 
mothers better off. But if the 
aim is to raise mothers’ 
income it would be more 
effective - and would show 
more respect for their 
freedom of choice - simply 
to give them money with 
which to buy childcare or 
something else, as they 
choose. The rhetoric about 
“affordable childcare" 
confuses the issue. Childcare 
is intrinsically expensive. 
What people mean by 
"affordable childcare" is 
childcare someone else pays 
for. The labelling may be an 
effective way of conceal i ng 
the transfer; it does not 
change the fact that 
mothers' higher incomes are 
a direct result of a subsidy. 

The other argument in 
favour could be called 
“materaalist”: women need 
to be cajoled into working. 
Work may be deemed more 
dignified than full-time 
motherhood, even if it 
consists of doing for 
someone else's children 
wbat one would otherwise 
do for one's own. More 
cogently, women lose 
valuable skills - and future 
earnings opportunities - if 
they cease to work. Provided 
tbey are unaware of this or 
are unable to finance 
childcare during 
motherhood, it may make 
sense to subsidise childcare. 

Yet the argument about 
foregone skills is Ear more 
cogent for relatively skilled 
mothers than for those Mr 
Brown's subsidy helps most 
This was pointed old in a 
study of the economics of 
childcare by the ZFS for the 
UK's Equal Opportunities 
Co mmiss ion.* But if the 
government had really 
wanted to preserve and 
develop mothers' skills, it 
would been better off 
subsidising national 
childcare for all - as in 
Prance - or making the cost 
of childcare tax deductible. 
Mr Brown did not proceed 
down either route for two 
reasons: he was more 
concerned about poverty and 
workless households on 
benefit; and he did not wish 
to incur the expense. 

This childcare subsidy- 
should be understood as a 


politically correct 
transformation of the 
parental role of the 
benevolent state. Hitherto 
the state has played the 
breadwinner role on behalf 
of lone parents, who head 
more th an fifth of all British 
households with c hildr en. 
Now, as Melanie Phillips has 
argued in a pamphlet for the 
London-based Social Market 
Foundation, it win pay 
registered childminders to 
look after their children 
inctpqfl, allowing the parents 
to fill the bread wince- 
role.** To a government with 
a passionate belief in the 
dignity of work, tins 
transformation of the state’s 
responsibilities makes 

evident sense. 

When the government 
withdrew lone-parent 
benefit, it was excoriated .by 
feminist opinion. This can 
now be seen to be grossly 
unf air- Mr Brown has done 
more than bis bit to further 
the liberation of women. 

The reason is simple In 
contemporary theory and . 
practice, a Famil y is a unit of 
a mother and children. Men 
are optional extras. Family 
benefits “belong” to the 
mother, since it is she who 
dptprmirws the family’s 

shape. By making ; more 
generous a benefit system 
that helps poorer families 
vrith children, particularly 
with the cost of childcare, 
the government is boosting 
the resources available to 
mothers and improving their 
ability to dispense with men 
and fiill-tzme motherhood. At 
the bottom mid of the 
income distribution at least. 
Mr Brown is p rom oting a 
nistriHrchy. 

The most intriguing part 
of the reaction to the Bmlget 
is how little questioning of 
this there was, even where 
the policy seems quite 
peculiar, as in the huge 
subsidy to formal childcare. 
Old Labour may be dead; but 
it is New Feminism that has 
most obviously triumphed. 

*The Impact of Subsidising 
Childcare. Alan Duncan, 
Christopher Giles and Stetxn 
Webb. Equal Opportunities 
Commission, 1995 

**The Sex Change State, 
Melanie Phillips. 
Memorandum Sianber 30 l 
S ocial Market Foundation. 
October 1997 

Martin. Wolf&FTxam 


L ET TERS TO THEUE 
US cheered but not complacent 


Prom itrSany LFreeman. 

Sr. White we In the U5 are 
need to much criticism, 
some valid, usually weH 
meant, some tees than 
valid, I take exception to 
flpj pp of the principal points 
raised by Professor John 
Gray. His Personal View 
(March 23) is critical of the 
US as he alleges we 
Americans have "discovered 
the secret of a new macro- 

economic paradigm”. 

This paradigm, which 
Americans sow enjoy and 
are allegedly seeking to 
export, wfB sandy ettudnste 
recess i ons. guarantee 
low unemployment, low 
i ppah'm and pezpetuai 

growth since the business 
cycle 2ms disappeared in. US 
e c onomic th i nking . And this 
is the model. Gray 'asserts. 


that Americans believe 
should be emulated by all 
coct&triesin the world which . 

wtD no doubt reach the same 

stage of nfrrana as the 
now most assured ly enjoys- 
This is a classic straw man 
argument. Most Ameri c a n 
economists do believe that 
some of the ■ economic 
ground rates are in the pro- 
cess of chang e , blit WE 8TB 
fin from evolution to some; 
new “no bad news" para- 
digm. We do hope our pres-, 
eat prosperity can be sus- 
tained indefinitely; but mast 
of ns wont bank on t L And 
we are cheered by the latest 
economic statistics. Which 
show improvements in the 
equality of income- and . 
wealth sharing. But we also 
recognise we have a Job to' 
do in bringing along, those 


who have nut shared in our 


Asfor the tfeotogy >* 
export, yw $*** 
Americana who.aaw* 

strict emulation. But most 
Americans would seMc to 

sod * tttettwfir rimpte 

message: over thn e. Mstaty 
baa shown that pitxpw? 
towards democra cy m 
I ^Mm rights and progress 
towards economic freedom 

ireiMvfeibtejjpate. - ^ - 

The US has its unique nu- 
tory; other countries tave 
tfcetr own unique 
Pfease. give us totadk of 
being more to lera n t and 
sophisticated. 


Harry L. Freeman,. ... 
*706 Jfc*rat Arenas. 
Gtavy Chm : t.-.. 


Threat still posed by Syria is ignored 


From Lord Stone of 
Blockheads 

Sir. Your contemptuous 
tHanfa m l of Israel's offer to 
w ith dr a w from its security 
zone in south L eb anon Is 
astonishing (“Netanyahu’s 
diver s io ns". March 27). The 
rebuilt Lebanese army Is 
now capable, possibly aug- 
mented by UN. or other Inter- 
national fo rces, of imposing 
order along Lebanon's 
southern border. Left . to 
itself, the Lebane se govern- 
ment wouU probably do just 
that, to the great and lasting 
benefit of both cocoatries. 


Syria has vetoed such an 
ar r an gement, and you lave' 
no apparent qualms about 
this. Nor, It seems, are you 
troubled by Syria's 30JW- 
strang army of occupation la 
Lebanon and. blatant subju- 
gation of Lebanese interests 
to those of Damascus. 

Memories are short, but 
some readers Jrifl recall that 
It was Syria’s president, 
Hafez Assad, who rejected a 
reported offer from the late 
Israeli prime minis ter. Yit- 
zhak Rabin, to withdraw 
from the Golan Heights. 

On the Palestinian econ- 


omy, there are two candT 
tka& that deter trade, Okie is 
the dpehree eafcaed by 
throats to Israels security. 
The other te that teritawes 
are reluctant to trade where 
it is dear that half of Use 
ifstiontH budget to togabriy 

lost in corr up tio n ad Waste. 
■ Wbfle tone! has Ha part to 
. stay, both of there, tapedi- 
'wsnXB cou» bo hwwt by 
efforts of Palestini an 


Shaw of Blaftrtw ia w ; - 
Horae of Leeds, 

London SWOA fiPW, UK 


Worrying rejection of control med ^anfatti 


From Mr Ptser Stephens. . 

Sr, On the day when the 
Eur ope an M on eta ry Institut e 
pronounced on the 11 appli- 
cants’ suitability to join 
Emu (“Brussels backs 12 
countries for single currency 
m 1999", March 26). it was 
interesting to pwwntne what 
is happening “on the 
ground " . Ireland is experien- 
cing an unprecedented prop- 
erty boom. Yet, on January 1 


1999, Irish interest rates are 
going to con v erge with Rma 
start rates and halve. So the 
current boom wQl become an 
explosion! ... 

Countries may be satisfy- 
ing the Maastricht criteria.' 
but asset price inflation was 
not one of them. How can a 
responsible government dis- 
card the only mechanism far 
co nt rolling asset inflation- in- . 
terest rates? Emu is going to 


hogpen because En is 
going to happen. The hene- 
ffls seem Iwqr and tiW -plt- 
ffclUt obvious, yet co ng g ri e s 
are blithely ezxtaring JKmu 
ndying . cti - Kohl's 

assurances of its ultimate 
success. 

- Weshafi see, - 

; Peter S tephens, * < 
gz pa mper Court, 

Loodbn SWS aWtt, OK Y 
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Embarrassment 


T he market for 
“super-luxury" cars 
will change more in 
the next five years 
than in the previous 5a The 
first step is the sale of 
Britain's Rolls-Royce Motor 
Cars, for decades the epit- 
ome of luxury motoring, to 
Bayerische Motoren Werke 
of Germany. It wQl not be 
the last 

Instead of just Rolls-Royce 
and Bentley - the two 
brands being sold by their 
parent company. Vickers - 
the world’s wealthiest people 
could soon find themselves 
facing an embarrassment of 
riches when looking for cars 
costing £100,000 ($167,000) 
and more. 

Rolls-Royce itself will 
undergo a massive expan- 
sion and at least two other 
carmakers say they will 
muscle into the market. 
That could triple the number 
of brands in the “super- 
luxury” league and multiply 
the range of models by even 
more. But who on earth will 
buy all these cars? 

The trig expansion is com- 
ing from Germany. Bemd 
Pischetsrieder, BMW's chair- 
man, has suggested that his 
company could spend up to 
£lbn on two Rolls-Royce 
models which would raise 
output to 6,000 cars a year 
from just under 2,000 and 
double the current work- 
force over the next decade. 

Half that spending would 
probably be for the Bali - 
Rolls-Royce's codename for 
the replacement for its age- 
ing Bentley Continental 
sports car range. The 
remainder would be for the 
Java, the “medium-sized” 
Bentley concept car premi- 
ered at the 1994 Geneva 
motor show but never devel- 
oped owing to lack of funds 
and uncertainty about the 
long-term market potential. 
Given the fate of the Asian 
market for luxury cars, these 
codenames, which are Indo- 
nesian islands, are bravely 
chosen. 

Rolls-Royce will not have 
the “Super-luxury” league to 
itself, hi a matter of weeks, 
Mercedes-Benz, the German 
executive cars gronp, is 
almost certain to authorise 
the development of the May- 
bach - its own contender. 

Unveiled at the Tokyo 
motor show last October, the 
massive Maybach, which 
looks like a boat on wheels, 


As Germany’s carmakers p Be ffito the kJDCury end of the market, y 
Haig Simoraan asks if there are enough wealthy buyers to go round 



revives one of Germany's 
most fam n rm brands. 

Even Volkswagen, the 
company created by the Nazi 
leaders who so favoured 
those large limousines, 
wants to move into “super- 
luxury” market Unfazed by 
the apparent contradiction 
between its populist image 
and “super-luxury” aspira- 
tions. Ferdinand PiSch, VWs 
chairman, wants to push 
into the priciest bracket of 
the motor industry. 

Last week, Mr PiSch said 
he hoped VW would soon 
have two “super-luxury” 
brands. He meant 
Rolls-Royce and Bentley - 


ence, thp markof for “super- 
luxury” models is tiny. 
Rolls-Royce Motors Cars sold 
just L918 cars last year!. 

Its new model, the Silver 
Seraph - launched last 
month - will raise sales only 
to about 2,600 over the next 
three years. 

And that is about the total 
size of the market at the 
moment Apart from Rolls- 
Royce’s own saloons and 
saloon-like sports cars, 
super-expensive, car manu- 
facturing is restricted to a 
handful of Italians, led by 
Fiat’s Ferrari subsidiary, 
and some sports car 
exotica. - 


The amount of time and energy. 
Germany’s three leading carmakers 
have expended on their ‘super luxury 1 
ambitions seems at odds with the 
limited market potential for such cars 


for whidh VW unsuccessfully 
bid. However, he indicated 
that the group would 
develop its own brands if it 
failed to win the British pair 

The amount of tirm> and 
energy Germany's three 
leading carmakers have 
expended on their “super- 
luxury* ambitions seems at 
odds with the limited market 
potential fix- such cars. “VW 
churns out more Golfs a day 
than the number of cars we 
build in a year," says Gra- 
ham Morris, Rolls-Royce's 
chief executive. 

Even allowing for some 
growth to reflect rising affiu- 


So is the market about to 
take off? Not according to 
Rolls-Royce executives. They 
think it will always be small 
Richard Charlesworth, head 
of external, relations, says 
Rolls-Royce owners already 
have an average 5.9 cars in 
the garage (one, perhaps, for 
each day of the week and 
leaving Sunday for the 
chauffeur to wash them all}. 

Although the price may 
not be a disincentive tor piu- 
tocrats, environmental hos- 
tility to gafrguzzlers and a 
grow ing sense of political 
correctness about big cars in 

general may be. And while 


mature markets offer Baited - 
pote ntia l, - Aria, enoa nmeh 
touted to a future Eldorado. V 
has lost its lustre after last 
year's tnrmpfl-Moct of RoDs- 
Boyce’s taRnrope - - 

and the US. The UK, usually 
the company's higgest mar- - r 
ket, accounted for 878 
vehicles last year, followed 
by the US .with 43& mad con- . 
-tinentri Etuppe with 397. ' 

So why are the. German 
carmakers piling in? Each 
. company has ■ reasuns wtnch 
make sense from its own 
point of . view. The argu- 
ments of . BMW’s' Mr’ Pis- 
chetsrieder look the most 
plausible. 'As the company 
already, supplies the engines, 
and much of the technologi- 
cal, gubbins, for Rolls- \ 
Royce’s new saloons, it can 
at least claim some synergy 
from the acquisition. -r- ■ 

Jffirgen Schrempp,-, the 
tough- talking chairman of 
Mercedes-Benz’s parent com- 
pany, -'is' equally confident 
about the - Maybach. “To 
some extent, .a new; model 
w£R create extra demand,” 
he says: !*L assure you we 
have no intention of losing 
money with tins carl" . - 

VWs plans are hardest to 
fathom. Mr Pifich has said he 
is determined^ to develop. the 
group's range upmarket 
Such vehicles offer much fat- 
ter profit rnargirwi than VWs 
volume models.' Buying 
Rolls-Royce would have pro- 
vided a “super-luxury" - 
brand on top of the new lux- 
.ury models and had a “halo 
effort" on the overall yw 
image. .. 

All these arguments may 
make sense to the individual 
.carmakers, acting qn their 
own. But it is less dear that 
the advantages are so great 
given that the companies are 
all acting together. 

The danger for the ^super- 
luxury” league could be 
exactly the same as the one 
that already affects the hum- • 
.ble market niches which, 
companies are . driving 
upmarket to -escape: ; too 
many models chasing too 
few customers. 

...While the numbers of 
“super-luxury" vehicles sold 
will be just a fraction of 
those at the low-margin 
of the market, the aspirant 
super-luxury" manufac- 
turer may soon discover that 
overcapacity can affect it 
j ust as much as in any other 
business. 
















FINANCIAL TIMES TUESDAY MARCH 31 1998 


17 


★ 


FINANCIAL TIMES 

Number One Southwark Bridge, London SE1 9HL 

Tel: +44 171 -873 3000 Tetec 922186 Fax: +44 171 -407 5700 

Tuesday March 31 1998 

Le mal 
frangais 


Something is profoundly amica m 
the state of Prance. Among the 
symptoms are a high level of 
unemployment, even by Euro- 
pean standards, and the growing 
strength of extremist political 
parties, especially the far right 
National Front. 

Things would not have reached 
this pass if France’s mainstream 
conservative parties, which held 
power from 1993 to 1997, had 
really set about liberating the 
French private sector from the 
hardens the state had imposed an 
it over the previous four or five 
decades - especially those which 
make it risky and expensive to 
create jobs. They did not do this, 
partly because many of their 
leaders are still imbued with 
France's traditional dirigiste cul- 
ture, and partly because they fell 
Into the trap of enga ging in a 
populist race with each other in 
the 19% presidential election. 

In this month's regional elec- 
tions many conservative voters 
took their revenge, transferring 
their votes to Jean-Marie Le 
Pen’s National Front, regarded 
by other parties as racist and 
therefore unacceptable as a polit- 
ical ally. The right was split. 
Having lost power at the national 
level last year, it now faced the 
prospect of lasing it at regional 
level throughout the country, 
unless mainstream right and 
extreme right joined forces in 
regional councils. A much larger 
number of conservative regional 
presidents than expected decided, 
against their parties' instruc- 
tions, to maintain themselves in 


power by accepting NF support 

Lionel Jospin, the Socialist 
Prime minister, can hardly con- 
ceal his delight at the right's dis- 
comfiture. while President Jac- 
ques Chirac is trying to respond 
to It by proposing, belatedly, a 
“modernisation” of France’s 
political institutions. 

Yet the problem is not mainly 
one of institutions. It is partly a 
matter of politi dans' behaviour, 
which has left many voters, espe- 
cially on the right, feeling 
rejected and betrayed. And it is 
above all a matter of economic 
mis mana gement. The danger is 
that this may be aggravated if 
the socialist government no lon- 
ger faces serious competition 
from the right, while remaining 
under pressure to placate its own 
supporters and allies, including 
the co mmunis ts 

It is too late now for Mr Jospin 
to retreat on his pledge to intro- 
duce a compulsory 35-hour week 
for private firms employing more 
than 20 people, which will proba- 
bly be put into law this week. 
But much rem ains to play for. 
This law provides only a frame- 
work. Crucial details, such as the 
effect on rates of pay, and 
whether the 35 hours can be 
averaged over a year, will not be 
settled until 2000. 

The new system will not be 
fully in force until 2002. At least 
yesterday Mr Jospin resumed a 
formal dialogue with the employ- 
ers. He needs to listen carefully 
to their views, since it is only 
they, in the last resort, who can 
create new jobs. 


East meets west 


Were it not for the Asian 
economic crisis. European and 
Asian heads of state might be 
wondering whether it was worth 
holding their biennial summit in 
London at all this weekend. Hie 
first such occasion in Bangkok 
two years ago broke the ice cov- 
ering a neglected inter-regional 
relationship but did little to set 
direction for the future. 

Now. the crisis is forcing both 
sides to examine more closely 
what they expect from each 
other, and the summit will set a 
tone for some years to come. 
Europe, in particular, must 
decide whether it wishes to be 
engaged in Asia amid accusa- 
tions that it has contributed little 
to a resolution of the region's 
financial and economic problems. 

Admittedly, the incentives for 
doing mare are scant when the 
European public is indifferent 
and the EU is much more pre- 
occupied with monetary union. 
Asians are also vague about 
exactly what they want from 
Europe. Some of their arguments 
for European involvement in the 
crisis are weak. The fact that 
European banks are heavily 
exposed to Asia does not in itself 
mean European governments 
should bail its economies out. 

Still, the EU must decide 
whether it wants to play a global 
role in the longer term. If it does, 
it needs to show now that it Is 
prepared to engage with Asia and 


fight to dispel the impression 
that its response to the crisis has 
been curmudgeonly. 

This is not necessarily a ques- 
tion of putting up a lot more 
cash. Nor would it be right for 
the EU to bypass the Interna- 
tional Monetary Fund in dealing 
with crises- But the EU could 
show that it was willing to use 
its position in the IMF to engage 
actively in the debate on sys- 
temic reforms that are needed as 
a result of the crisis. Thus Car the 
ideas have tended to come from 
the US which has also made all 
the running in orchestrating res- 
cue packages. 

Above all, Europe, with its rel- 
atively strong economy, should 
make it clear that its markets are 
open to Asian products. Nobody 
has any lasting interest in a solu- 
tion that leaves the US as 
importer of last resort 

By convincingly eschewing 
protectionism - even though 
trade is likely to run in Asia's 
favour while the region adjusts - 
Europe could both foster closer 
relations with Asia and promote 
the multilateral system. It would 
be right for Asia to promise con- 
tinued liberalisation in return. 

The difficulty for European 
leaders win be to make such a 
commitment credible. They will 
not receive public credit at home 
for doing so, but they will be 
backing away from a global role 
for Europe if they do not 


Romania adrift 


ghf s resignation of Victor 
a, the Romanian prime 
r, is supposed to end the 
! of political wrangling 
had brought economic 
to a virtual standstill. The 
ite in the coalition has 
Ear cry from the hopes for 
when it was elected 16 
ago. The fear now is that 
rse- trading required to 
new government will slm- 
Long the paralysis, 
liorbea claimed to have 
up the most detailed pro- 
* yet seen in his country 

vatisation, restructuring 
y and the utilities, and 
ing small and medium- 
usiness. Those goals are 
y required to revive the 
ty. But they have been 
l by political rivalries, 
rivatisation programme is 
un d schedule, depriving 
e budget of essential reve- 
hat means the budget tar- 
re no longer realistic. 
ig curbing the deficit and 
x infla tion down from last 
50 per cent to around 45 
L As a result, the IMF ^ 
disbursement of the next 
of the country's S4l0m 
1 loan. 

it. the government has 
to reform, sell or close 
lost of its big loss-making 
dustries. or force them to 
ir bills to the other state 
. Heavy subsidies of both 
faz+nries are a 


big factor In the chronic budget 
deficit. 

The reasons for Romania’s mal- 
aicp lie in a combination of politi- 
cal weakness in government, the 
incompetence of the unreformed, 
communis t-era bureaucracy, and 
the entrenched power of interest 
groups such as state managers, 
trade unions, and businessmen 
exploiting their privileged con- 
nections. None of them wishes to 
see serious foreign competition in 
the economy- 

The 1996 elections saw the for- 
mer communists swept from 
power, but their democratic suc- 
cessors have failed to get the 
promised reform process moving. 
The initial enthusiasm of foreign 
investors has evaporated. 

President Emil Constantinescu 
has promised to appoint a new 
prime minister by Thursday. 
Whoever emerges will have a 
daunting task. There is no indica- 
tion that the war of personalities 
has been solved by Mr Ciorbea s 


was left out of 
enlargement of 

iropean Union 
IS a great sense 
(Ointment The 
moDths. how- 
i underline the 
messes in the 
Above all. the 
lers must learn 
interest ahead 


COMMENT & ANALYSIS 



Is this great, or what? 


Gerard Baker celebrates seven years of remarkable economic success in the US and asks 

whether things can go on like this 


G oldilocks is seven 
years old tomorrow. 
The "not-too-hot, not- 
too-cold* fairytale US 
expansion began in the quarter 
starting April 1991 and has gone 
on to become the third-longest 
upswing this century. With no 
sign of a recession in sight it will 
soon overtake the Reagan boom 
to move into second place. Only 
the 1960s were better. “Is this a 
great time, or what?” shrieks one 
advertising slogan seen on a 
thousand billboards. 

For ordinary Americans there 
is no doubt about it unemploy- 
ment is at a 24-year low, inflation 
is at a 30-year low and falling, 
and the stock market has gener- 
ated more wealth in the past 
three years than in the previous 
three decades. 

For policymakers, thoug h, this 
may not be such a great time. 
Indeed, it may be an unusually 
tricky one. To ensure the US does 
not overheat, they are having to 
read the economic signals cor- 
rectly at a time of confusion and 
difficulty in the world economy. 
And to understand why this mat- 
ters so much to the US, it is first 
necessary to look at what the 
role of policy has been in the 
Goldilocks economy and hence 
why it could make such a differ- 
ence if it went wrong. 

For the past couple of years, 
economists have differed strongly 
over whether the economy is 
enjoying the fruits of fundamen- 
tal changes in productivity - 
owing to technological innova- 
tion, globalisation of markets, 
more labour flexibility - or just 
plain luck. Surprisingly, though, 
there is little dispute that policy 
management has been critical to 
the success. 

The monetary, fiscal and other 
policies adopted by the various 
parts of the federal government 
in the past decade have been dis- 
tinguished. It may well have been 
one of the best all-round policy 
performances in the post-war 
period, according to most 
observers. 

“Hie Fed. successive adminis- 
trations and congresses have 
helped create the right conditions 


for the economy,” says Charles 
Schuhze, chief economic adviser 
to Jimmy Carter, the fanner pres- 
ident. Murray Weidenbaum, who 
did the same job for President 
Ronald Reagan, says that “Amer- 
ican businesses get the real 
credit for this performance, but 
the right policies have certainly 
been necessary preconditions fix' 
growth.” It is ironic that, at a 
time when polls suggest 
Americans’ trust in government 
is at a low ebb, they may never 
have been better served by their 
officials. 

By now, the role played by the 
Federal Reserve - In particular 
by Alan Greenspan, the central 
h ank chairman - is a familiar 

one. It is given especially high 
marks by economists for a criti- 
cal period in which it avoided 
economic overheating in 1994-95. 
In spite of only limited evidence 
that inflation was accelerating, 
anri a gainst strong criticism, the 
Fed raised interest rates sharply. 
enahlin g low-inflation expansion 
to continue. In the past year, the 
central bank has also been 
widely praised for pursuing the 
opposite path - refraining from 
raising interest rates, as it might 
have been expected to do, in the 
face of accelerating growth. 

Praise for politically indepen- 
dent central bankers is one thing. 
The efforts of politicians rarely 
receive many plaudits. But there 
is a growing recognition that, in 
a numbs: of critical areas in the 
past few years, politicians have 
done basically the right thing. 
Most striking has been progress 
towards eliminating the vast US 
budget deficit, seen by many 
economists just a decade ago as 
perhaps the greatest threat to 
global financial stability. 

Since 1986, the federal govern- 
ment's deficit has declined from 5 
per cent of gross domestic prod- 
uct to almost zero last year. In 
the current fiscal year, though 
the official projections are fccr a 
small deficit, the probability is 
that the government’s finances 
win move into surplus. 

This change has been critical 
It has raised national savings and 
facilitated a fall in short- and 


long-term interest rates. In the 
process it has helped raise pri- 
vate sector investment and made 
it easier to address long-term 
budget problems. 

Some of the decline in the gov- 
ernment’s harrowing needs has, 
of course, been the result of the 
strong growth, which has bol- 
stered tax revenues and limited 
spending. But even the most cyn- 
ical economists acknowledge 
that, in a series of critical and 
politically difficult budget deals, 
the administration and the Con- 
gress have played a vital role in 
reining in the deficit As a result 
the structural deficit - adjusted 
for the effects of growth on 
spending and taxes - has 
declined from 4 per cent of GDP 
in the late 1960s, to around l per 
cent this year. 

Progress has been made at con- 
siderable political cost. “The 
remarkable thing is that the 

The government has 
done the things it 
ought to be doing 
and done them well’ 

political price that was paid for 
these fiscal achievements was 
every bit as great as politicians 
feared,” says Robert Reiscbauer. 
a former director of the politi- 
cally i ndependent Congressional 
Budget Office. And in other areas 
too. the administration and the 
Congress have taken difficult 
decisions that have benefitted the 
economy white producing ques- 
tionable political dividends. 

Trade-opening policies - such 
as the North American Free 
Trade Agreement - were secured 
against domestic hostility. A 
commitment to deregulation of 
important sectors of the economy 

SUCfa 8S anil 

financial services has also been 
economically beneficial. 

Not all areas of policy manage- 
ment have been a success. Some 
critics argue that the opportunity 
has so Ear been missed to address 
the longer-term problems that 
confront the economy, such as 


the growing cost of spending on 
the elderly, widening inequalities 
in income and wealth, and the 
poor quality of education and 
health services. 

But the consensus among econ- 
omists remains: in the past 10 
years, it says, the government’s 
role has become increasingly lim- 
ited - and this has had a positive 
effect. “On the whole, govern- 
ment has done the things it 
ought to be doing, and dime them 
well. It's avoided policies that 
would have messed things up - 
from the left or the right," says 
Mr Schultze. 

Now the central question for 
finarwnal markets and American 
people alike is: can that record 
continue? 

The sanguine argue that it will 
go on because it is the result not 
of individual policymakers but 
rather of a fundamentally 
changed political economy. Some 
economists argue that the main 
reason fin- the success has been 
the development of ever-deeper 
capital markets. The scope for 
policymakers to make mistakes 
is much mare limited than in the 
last, they argue, because finan- 
cial markets, especially bond 
markets, punish errors and force 
policy changes. 

But even bond market vigilan- 
tes acknowledge* that the power 
of the markets has its limits. 'It's 
overdone to suggest that strong 
capital markets prevent mistakes 
from being made," says William 
Dudley, chief US economist at 
Goldman Sadis, the New York 
investment bank. “They make it 
more difficult, but do not rule out 
the possibility." 

Which brings us to the current 
position. At the moment, the out- 
look for policy in the next year or 
two is highly uncertain. On the 
monetary front, Mr Greenspan 
has acknowledged that policy' 
judgments will be particularly 
tricky over the next 24 months: 
with the prospects of the domes- 
tic economy somewhat clouded 
by the Asian crisis, the scope for 
a monetary policy error - in 
either direction - seems strong. 

Last year, US demand grew by 
3.8 per cent, well above what 


most economists regard as its 
sustainable long-term trend rate 
of about 2.3 per cent 

For the past six months the 
Fed has based its policy on an 
assumption that the Asian crisis 
will slow the economy towards 
its sustainable rate. But as yet, 
there is little evidence that the 
long-awaited slowdown has 
begun. If the Fed's judgment is 
wrong, it suggests the central 
hank should have raised interest 
rates to slow the economy before 
now. Without an Asian-induced 
deceleration soon, the Fed’s fail- 
ure to tighten policy could mean 
that inflation, for so long quies- 
cent, may be about to accelerate 
as wage costs rise in increasingly 
tight labour markets. That would 
constitute a serious policy error 
by the saintly Mr Greenspan. 

The fiscal policy outlook is also 
much less clear. President Clin- 
ton and the Republicans have 
vowed to maintain prudence by 
setting aside surpluses over the 
next few years to reduce debt and 
shore up the budget against the 
long-term pressures from an age- 
ing population But many ana- 
lysts believe the passing of the 
long era of deficits may persuade 
Congress (keen for tax cuts) and 
the administration (eager for 
more spend in g) to let up on the 
fiscal brake. 

“Right now there's still a lot of 
scar tissue from the last two 
decades." says Mr Reischauer 
“That will prevent us from doing 
some crazy things like big tax 
cuts or wild expansion of entitle- 
ments. But will it mean a new 
era of prudence? I doubt It” 

And in other areas too, the 
prospects for continued virtue 
seem hazy. Congress has already 
sounded a much more aggres- 
sively sceptical note on trade by 
failing to adopt legislation last 
year that would have given the 
president fast-track authority to 
negotiate trade agreements. 

The danger is that the long era 
of prudence may largely have 
been driven by the short-term 
memory of the costs of impru- 
dence. As the memory of those 
failures fades, the chances of pol- 
icy gaffes will grow. 


OBSERVER 


Speaking 
in tongues 

French may bo the tracfitiona) 
working language of te dub 
Europden, but yesterday most of the 
latest membership hopefuls chose to 
make their bids in English. 

At the ceremonial launch of 
negotiations to enlarge the European 
Union, only two ol the 11 foreign 
ministers from the candidate 
countries - Bronislaw Geremek of 
Poland and Jaroslav Sedivy of the 
Czech Republic - spoke In French. 
The others used English, apart from 
Slovakia's Jozef Kalman, who was 
alone In opting for Slovakian. 

Nobody expected the Greek 
Cypriots to ignore their historical ties 
with Britain and speak en frangat s. 
Nor were eyebrows raised when the 
speeches from Estonia and Latvia 
were made In rasping American 
accents: the Baltics are adept at 
finding talented imports from the US 
to til) holes in thee administrations. 

The real svprise was whan Andrei 
Gabriel Plesu gave a wistful speech 
about Romania's crusade to rejoin 
the European family In an impeccable 
English accent: Romanians are 
supposed to be francophone and 
francophile. Ptesu rubbed home the 
point by exchanging pleasantries 
with British foreign secretary Robin 
Cook: he compared current 
Romanian sentiment about Europe 
with the British colonialists in Indie 
who feft more British than the British, 

Even Hubert Vedrine, the French 
foreign minister - who must have 
been mildly alarmed by this latest 


advance of English in Brussels - 
managed a smile. 

Christian charity 

Peter Hlntze, general secretary of 
Helmut Kohl’s Christian Democratic 
Union, must have one of the most 
thankless jobs In German poBtics, 
suffering the persistent demands and 
occasional at hunour of Ks boss and 
hostility from some party members 
and the Bonn press corps. 

The former protestent priest 
normally handies It eU wtth Christian 
good humour. Yesterday he gamely 
denied weekend reports that he was 
facing demotion - or even the chop 
- for running an allegedly lacklustre 
general election campaign that has 
left the COU trading body In the 
opinion polls behind the revitalised 
Social Democrats and their telegenic 
canddats Gerhard SchrOder. 

Only at one point dk) hffntze lose 
Ns composure - he was asked 
about criticism of his campaign by 
BasHius Streith o t e n, a Dominican friar 
described fri press reports as a 
seasoned adviser of KohL He was no 
such thing, Rintze snorted: the Mar 
had not seen Kohl for years. 

Some malicious souls Interpret e d 
Hlntza's loss of ecumenical coal 
about the meddlesome mendicant as 
a sign of insecurity. They should 
think again - Kohl himself has ridden 
to the rescue. 

Looking fit and aggressive in an 
interview with the ZDF television 
channel last night, the chancaBor 
dedared that e rtti c fean of Hintze from 
within the CDU was "stupid* - he 
would “of course” continue as 


election campaign manager. The 
Ch r i s t ian De m oc rat s are, after aD, a 
broad church. 

Old faces 

The old team is back together 
nming Vanuatu, the South Pacific 
tax haven where governments 
change at a bewildering rate. 

Parliament yesterday appointed 
Donald Kalpokes of the Vanuaaku 
Pad as prime minister with the 
National United party’s Father Walter 
Lira as deputy. UN, an Angfican 
priest, was head of the VP and 
Kafookas was Ms deputy when the 
83-teiand group became independent 
from Joint Franco-British ode in 1980. 

The pair fefi out and Kalpokes 
ousted LW In 1991. PoflticaJ Me on 
the Islands has been complicated 
since then: in 1996 KaJpokas moved 
from leader of the opposition te 
deputy to prime minister Serge 
Vohor, who ditched him a few 
months later. Meantime. Kalpokes 
and Lmi had got together again, 
sealing the pact with a kava-drfnfcrng 
ceremony. 

At least one job has been secured 
by the new coalition. Ombudsmen 
Maie-NoeBe Ferrleux has spent the 
last few years Issuing reports 
accusing pofifidans of corruption, 
and an irate Vohor had wanted to get 
rid of her. 

Home front 

A prince must have a palace, and 
Prince Norodom Ranariddi * 
Cambodia's ousted co-prime minister 
who returned to his homeland 


yesterday after another nine-month 
sped in exfle - te no exception. 

During last year’s coup against 
him, the prince’s sprawling Phnom 
Penh compound was ransacked and 
the property eventually confisca te d. 
That shouldn't be too serious a 
problem - plenty of ritzy housing has 
bean built In the Cambodian capital 
in recent years tor international 
officials wtth big housing allowances. 

Yesterday, the prince went s b ak^ i t 
from the airport to a hotel, the 
luxurious Ls Royal, where he 
declared: “It te not very good far me 
as prime minister, as president of 
one of the major parties, to have to 
stay in a hotel to my own city. I have 
to find a home - to rant of course. I 
don't have anything." 

Nothing, that is, apart from a home 
In France, where he is a professor of 
poetics - and the compound In 
Bangkok to which he plans to return 
by the end of the weak. 

Daylight robbery 

It wasn’t just the car Industry that 
arrived in Japan after the second 
world war. the American occupiers 
brought daylight saving time, which - 
unfike motor making - the Japanese 
ditched as soon as the Yanks left 
town. Now Japan's Environment 
Agency thinks movfog docks an hour 

ahead to summer might save fuel. 

There's just one potential hitch: 
opponents say hard-driving 
salarymen would be ashamed to 
leave their desks while It was stifl 
light outside. Pushing the clocks 

forward might just push a few 
workaholics over the edg& 



100 years ago 

More Telephone Trouble 
A ParSamentary report has just 
been pubfished relating to the 
telephone exchanges opened In 
the United Kingdom by the Poet 
Office, and affording some 
measure of the evidence of theft 
usefulness. The main conclusion 
to be derived from this document 
te that, for some reason or other, 

the endeavours of the Post Office 
to cultivate facilities for rapid oral 
communication have not met with 
any striking degree of success, 
and have fallen far short of the 
achievements of foreign countries. 
The number of subscribers on 
31st December, 1896, on 
exchanges then open was 1.151, 
and in the 12 months the total 
was swollen only to the extent of 
four new patrons. 

50 years ago 

Rationing Reduced In Poland 
Warsaw, March 30. The Polish 
Government to-day announced 
that the rationing of sugar, 
potatoes, some textiles and 
Kasha, a cereal, will be abolished 
on April 1. it hopes to end aH 
rationing - including meat, mflk 
and butter — this year. 
Government employees and 
workers who get food and 
clothing as part of their salaries 
under the rationing system are to 
have compensatory wage 
increasas. 
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Bavarian bulldog 


True Rolls-Royce car lovers should not 
mourn its passing into German hands. 
The motley collection of potential British 
buyers could not have guaranteed Rolls- 
Royce's future as welt as BMW can. And 
since BMW already provides Rolls-Royce 
with beefy engines, gearboxes and much 
other technology, the product's British* 
ness is as much to do with marketing as 
reality. 

Under the Bavarian carmaker’s wing, 
profitability should improve dramatically, 
with Bemd Pischetsiieder, BMW chair- 
man, expecting costs to fall by 30 per cent 
over a decade. With the lifespan of new 
models likely to be significantly shorter 
than in the past,, larger volumes will be 
necessary to justify research and develop- 
ment costs and marketing expenditure. 
Bold plans to treble sales by pushing new 
models through BMW’s larger distribution 
and service network highlight how under- 
exploited the Rolls-Royce brand has been 
under Vickers' stewardship. 

BMW's engine supply deal and links 
with the Rolls-Royce aerospace group 
meant it was always the frontrunner, so 
Vickers did well to draw other bids. But 
the absence from the fray of Daimler-Benz 
and the big US playes left the auction a 
Hat affair. Semi-serious interest from 
Volkswagen, anxious to justify an unnec- 
essary rights issue, pushed BMW’s bid up 
a touch. But the price is barely more than 
last year's sales. If the new Silver Seraph 
sells wen, BMW shareholders will be cele- 
brating a bargain. 

Mediobanca 

Mediobanca, the secretive Milanese 
rnerrihBnt bank, baa long been the spider 
in a web of cross-shareholdings control- 
ling Italy’s elite companies. So its 
»T»nmwia»wflnf that the cross-holdings are 
no longer strategic and that it wants a 
more open image seems to presage a revo- 
lution both at Mediobanca itself and in 
Italian capitalism. 

But, as often with Mediobanca, appear- 
ances are deceptive. For a start, there are 
no plant to unra vel its stake in Generali, 
the insurer which accounts far the bulk of 
its Lll^OObn in investments. Quite the 
reverse; Mediobanca is actually tapping 
shareholders for L2,100bn in capital to 
maintain its controlling position. Nor Is 
there any timetable for selling the other 
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investments. If Mediobanca had really 
ingrip a conversion on the road to Damas- 
cus, it would be liquidating its portfolio 
rapidly and handing the cash back to 
shareholders. 

The other strand of Mediobanca’s new 
strategy - focusing on asset management 
anri investment iwnWnf for smaller enter- 
prises - is not quite as great as it sounds 
either. In discovering fund management 
in 1998, the Milanese bank is very much a 
Johnny-come-lately. Equally, smaller com- 
panies, traditionally treated with disdain 
by Mediobanca, may now view its sales 
pitch as an attempt to ensnare them in its 
web. Far from driving Italian capitalism. 
Mediobanca is having to respond to the 
revolution occurring around it 

Coke 

“We’re just getting started,’’ reads the 
pitch at the front of Coca-Cola's latest 
annual report It’s a bard line to sell. 
Coca-Cola, with a market value of nearly 
JlSObn, is already one of the world’s larg- 
est companies. This year, one billion serv- 
ings of its products will be consumed 
every day. Can it still be a growth stock? 

A profits warning last year - blamed on 
tough year-on-year comparisons and a 
stronger dollar - took some fizz out of the 
stock. Some feared the company had lost 
its habit of producing consistent flamingo 
per share growth of 20 per cent every 
quarter. 

But yesterday's volume figures should 
help refocus attention on underlying 
growth. While first quarter earnings, due 
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in two weeks, may again be hit by the 
dollar's strength, volume growth of 18-19 
per cent in Latin America and 17-18 per 
cent in the Middle and Far East shows 
that aggressive emerging markets expan- 
sion is a convincing engine for long-term 
growth. 

Coca-Cola’s goal of 15-20 per cent quar- 
terly earnings per share growth still looks 
credible given underlying volume growth 
of as much as 10 per cent in the first 
quarter and the group's financial and 
marketing strength. The company’s 
unswerving advance in the face of a few 
little local difficulties - the 1994 Mexican 
crisis or Asia’s current economic prob- 
lems — has reaffirmed Coca-Cola’s mem- 
bership of the group of stocks Warren 
Buffett dubbed “the inevitables’’. 

South Korea 

Korea’s government has made a crack- 
ing start to restructuring the economy. 
But what of the business community? 
Reform of the chaebol which dominate the 
economy is crucial if Korea is to swap 
state capitalism for shareholder value. 
Here developments have been more 
mixed. Growing shareholder activism has 
been welcome news. Recently, for exam- 
ple, SK Telecom has bowed to 
and put more foreigners on Its board, with 
a greater say in its affairs. Samsung Elec- 
tronics may have faced down aban>iiniiim- 
activists, but the very fact it was chal- 
lenged is significant. 

Corporates themselves have been less 
well behaved. Several have issued con- 
vertible shares precisely in order to dilate 
foreign ownership. Hie chaebol have also 
shown a reluctance to embrace whole- 
hearted restructuring. A belief still lingers 
that a recovery in the currency and fall- 
ing Interest rates will allow them to get 
away with shedding only a few peripheral 
assets. It will probably take a spate of 
bankruptcies and more pressure from the 
hanVs to change this attitude. With the 
economy set to shrink this year, and non- 
performing loans already rising sharply, 
the wait may not be too long. 

Equity investors should certainly hope 
so. The 60 per cent rise in share prices 
this year has been driven largely by gov- 
ernment promises of reform. If it is to be 
sustained, companies will soon have to 
show they too understand the script 
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Europe today 

Much of southern Scandinavia wfU 
have outbreaks of rski but northern 
areas wB be sunny, although chilly. 
Central and east e rn Europe wUf be 
mBd and sumy but western Russia 
will be doudy wfth rain sprearfing 
from the west France will be 
doudy with patchy rain, mainly hi 
the north. Spain and Portugal wffl 
have another unsettled day with 
rain or thundery showers. Much of 
the Medi te rranean wfll be dry but 
thundery showers are fffeefy over 
the Iberian Peninsula, especially 
Portugal and western Spain. 

Five-day forecast 
Much of Scandinsvfa will become 
stilled but wffl turn odder. 
Western, central ahd eastern 
Europe wW become increasingly 
unsettled with rain. Winds wffl 

strengthen in the west The eastern 
Mediterranean wfll stay fine wtm 
sunshine but western areas will 
become unsettled. 
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Yeltsin claims he will not 
run for third term in 2000 

Russian president stops short of backing Chernomyrdin candidacy 


By Cinystia Freefend In Moscow 

Russia's succession struggle 
intensified yesterday when President 
Boris Yeltsin said he would not run 
for a third term, bat stopped short of 
blessing Victor Chernomyrdin, the 
former prime minister, as his 
replacement 

At the same time. Mr Yeltsin 
underscored his dominance of Rus- 
sian politics by inriuHng that last 
week's abrupt dismissal of Use cabi- 
net its prime minister hari been 
his idea alone and not Mr Cherno- 
myrdin's initiative, as the humbled 
ex-premier had hinted over the 
weekaid. 

Mr Yeltsin’s surprise move has set 
off a struggle over the composition 
of the new cabinet, and for the 
Kremlin Itself, in what the commu- 
nist opposition dabbed Russia’s most 
serious political crisis since the 
cho ffh an war. 

One Of ffblaf r^snaUjog of Mr 
Yeltsin’s unexpected decision was 
Mr Chernomyrdin, who launched an 
uphill effort to revive his political 


career over the weekend by declar- 
ing himself a candidate in presiden- 
tial elections scheduled for 2000. 

But Mr Yeltsin yesterday made 
dear that the man who had served 
him as prime minister for five years 
could not count on the Kremlin’s 
support. 

The president said Mr Chemomyi> 
din’s open presidential ambitions 
“do not fall outside the general 
sphere of our policy”, but refused to 
name him as his successor. 

Mr Yeltsin also added to Mr Cher- 
nomyrdin's humiliation by Insisting 
that his writing of the prime minis- 
ter had been a unilateral decision. 

“When he [Chernomyrdin] said he 
bad taken the decision, that is not 
quite right,” Mr Yeltsin said. “It is I 
who took the decision to sack the 
government.? 

Mr Yeltsin’s assertion of his 
authority was at odds with his mod- 
est insistence that he would not per- 
sonally “take part in” the 2000 presi- 
dential race and that it was 
Inappropriate for him to name a 
favourite because “kings have suc- 


cessors, but we don't”. 

Despite his denials, many observ- 
ers believe the ageing Kremlin chief 
is considering seeking a third term- 
Mr Yeltsin, who last week reneged 
on a public pledge to keep Anatoly 
in government until 2000. is 
adept at political U-turns and fond of 
the power of Russia’s strong-arm 
presidency. 

M r Yeltsin displayed some of that 
presidential muscle yesterday, with 
a fpnfiriBnt- assertion that the duma, 
the lower house of the Russian par- 
liament, would support his nomina- 
tion of Sergei Kiriyenko, a 35-year- 
old political novice, as the new 
prime minister when it votes on his 
candidacy on Friday. 

Russian reformers, some of whom 
have the cabinet shuffle was 

at their instigation, received a set- 
back when Sergei St ep as h i n , justice 
minister in the outgoing government 
and wip of the leading proponents of 
the war in Chechnya, was named 
acting interior minister. 

He replaces Anatoly Kulikov, 
another hawk. 


Indonesia pledges to step up 
state sales to boost revenues 

Plan includes selling extra shares in partly privatised companies 


By Sander Thoenas Jakarta 

Indonesia yesterday pledged to 
privatise seven state enterprises and 
sell additional shares in five par- 
tially privatised businesses in the 
next' year to boost govern m ent reve- 
nues and implement reforms agreed 
with the International Monetary 
Fund. 

The pledge represents a tougher 
de adline than set with the IMF in 
January, when the two sides agreed 
that 12 enterprises would be merely 
prepared for sale. The earlier agree- 
ment bad called for 12 new privatisa- 
tions, however, with additional sales 
of shares in privatised companies. 

Many economists doubt Indonesia 
can meet either target, given the 
lack of preparation and regulations, 
let alarm obtain significant revenue 
in the c ur r en t recession. The govern- 
ment Is expected to miss an April 
deadline, set by the January agree- 


ment, to establish a framework for 
transparent privatisation tenders. 

A list of enterprises to be priva- 
tised is not due to be made public 
until June but Fuad Bawazler, 
finance minister, said the sales 
would include shares in five of the 
six companies already partly priva- 
tised: two telecommunications com- 
panies, two mines, a cement mill- and 
hank, hi some cases. Investors would 
be able to obtain majority stakes for 
the first time . 

If carried out, the ambitious priva- 
tisation drive would mark a sharp 
change in practice. Public offerings 
of state enterprises have been rare 
and often scandal-ridden. Indonesia 
last year listed shares In Aneka 
T am hang , a mining company, but 
the collapse of the stock market last 
autumn depressed sale returns. 

Foreign investors have bought 
many shares offered in previous pri- 
vatisations, with TeJekomunikasi 


Indonesia, the telephone monopoly, 
the most actively traded stock on 
the Jakarta Stock Exchange. Mr 
Bawazler said foreigners had already 
expressed interest in the forthcom- 
ing offerings. 

The government has established a 
ministry for managing 164 state 
enterprises, which used to be con- 
trolled by various ministries. Tanri 
Abeng, a respected business execu- 
tive who heads the new ministry, 
said last week that TO per cent of the 
state companies were financially 
unso und. They included hotels 
and plantations. 

It is unclear whether Mr Tanri will 
also control Pertamina, the oil and 
gas monopoly, PGN, the gas distribu- 
tion company, and PLN, the electric- 
ity utility, under the Ministry for 
Energy and Mining. Some diplomats 
expect Pertamina to privatise two 
subsidiaries but say it could take 
more than a year to prepare. 
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Sing apore 

The financial turmoil in south-east 
Asia seems certain to affect economic 
growth, writes Peter Montagnon 

Quest for a way 
through the storm 


The past few months have 
seen a long-dreaded night- 
mare come true for older 
Singaporeans. A small island 
state with a predominantly 
Chinese population, founded 
amid regional turmoil in the 
1960s, Singapore has always 
feared the consequences of 
economic and social instabil- 
ity in Indonesia, its large 
Moslem neighbour. 

Developments in that 
country, whose nearest point 
is only half an hour away by 
ship, have become almost a 
daily obsession for Singa- 
pore's leaders as Jakarta's 
currency collapses and its 
economy grinds to a halt 
prompting food shortages 
and riots. 

In the short run, Indones- 
ia's plight seems almost cer- 
tain to aggravate a sharp 
slowdown in Singapore's 
economic growth this year. 
In the slightly longer run 
officials fear it could desta- 
bilise the region, threatening 
the financial confidence, 
shipping routes and air links 
on which Singapore still 
depends heavily for its pros- 
perity. 

While Singapore, with its 
large balance of payments 
surplus and its high foreign 
exchange reserves is well 
placed to ride out the 
region's economic storm, it 
can do little more than 
wring its hands at develop- 
ments across the water. 
Managing a way through the 
crisis without losing sight of 
the social and economic 
changes needed to secure 
long-term competitiveness 
, k. nM v,a mniri nreoc- 


cupation of the city state's 
government in 1998. 

How it succeeds will have 
broader implications going 
beyond its 3m inhabitants. 
Not only is Singapore easily 
the richest country in the 
region; for all its emphasis 
on so-called Asian values it 
is also one of the most west- 
ernised. 

With its active financial 
centre, its world class con- 
tainer port, its role as a 
regional headquarters for 
multinational companies 
and its close strategic ties 
with the US, it is an impor- 
tant link between south-east 
Asia and the rest of the 
world. When President Clin- 
ton first decided to intervene 
personally in Indonesia's cri- 
sis in January, Gota Chok 
Tong, Singapore's prime 
minister, was one of the 
leaders he called. 

But, for Singapore's lead- 
ers the region's troubles 
accentuate a dilemma they 
have long confronted. While 
a sense of crisis appears to 
call for a conservative 
approach to politics and gov- 
ernment. the need to keep 
and attract talent and 
develop the flair needed to 
fnifP the country forward in 
the global economy under- 
lines the requirement for 
some relaxation of the social 
and political restraints that 
Singapore has traditionally 
imposed on individual citi- 
zens. 

Thus far the emphasis has 
been on consistency and con- 
tinuity. One of the immedi- 
ate external consequences of 


fmiihip in Indonesia has 


been a determined rap- 
prochement between Singa- 
pore and its northern neigh- 
bour. Malaysia. Singapore is 
also playing an important 
role in seeking outside help 
for its neighbours. Mr Goh 
has proposed a $20bn multi- 
lateral credit facility to 
enable Indonesia to buy 
essential supplies. 

Nor has Singapore allowed 
worries about the regional 
economy to deflect it from 
plans to liberalise its finan- 
cial markets and make them 
more competitive in the 
global system. Last month's 
budget, meanwhile, showed 
no signs of panic, whatever 
the underlying concern 
about the Indonesian crisis. 

Though economic growth 
is officially forecast to fall to 
between 2.5 per cent and 4.5 
per cent this year from 7.8 
per cent last year, drastic 
changes were not appropri- 
ate. said Richard Hu, finance 
minister, in his budget 
speech. While permitting a 
25 per cent increase in devel- 
opment spending, he 
eschewed pressure for corpo- 
rate tax cuts and personal 
tax concessions. 

Singapore still plans to 
run a budget surplus this 
year, though, at 1.7 per cent 
of gross domestic product, it 
will be one of the smallest In 
recent years. Mr Hu also 
noted that Singapore has 
plenty of resources to mobi- 
lise in case the situation 
deteriorates. 

Whether he will need them 
is a moot point. Private sec- 
tor forecasts for the econ- 
nmu ranee from around 5 
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per cent to zero growth, 
depending on how the situa- 
tion in Indonesia develops. 
Indonesia's economic impor- 
tance is large but hard to 
calculate, because it encom- 
passes more than just bilat- 
eral trade where the figures 
are so sensitive that Singa- 
pore does not publish them. 

Indonesians own a lot of 
property in Singapore, often 
financed by Singaporean 
banks. Until recently they 
were big spenders as tourists 
and their affluent sick filled 
Singapore's now lang u i shing 
private hospitals. Singapore 
companies invested in Indon- 

• .j KamIfd craioht 


out customers there. 

But if Singapore's plan- 
ners admit they are working 
in the dark about the imme- 
diate prospects, they are 
pretty clear about what they 
want for the long term- Man- 
ufacturing is to remain a pil- 
lar of the economy, but the 
services sector will also 
grow as knowledge-based 
activities become more 
important 

“Supported by high-value 
manufacturing and hub ser- 
vices, Singapore can become 
a knowledge-based economy 
where tha ability to acquire, 
process and apply knowledge 

r . . . ho a 


key competitive advantage," 
Lee Yock Suan, trade and 
industry minister, told busi- 
ness people recently. 

Singapore companies must 
look outward and develop as 
Asian multinationals, he 
said, while the country also 
needed to develop its indige- 
nous science and technology 
skills. But an important shift 
in Singapore's t hinki n g is 
that it is moving away from 
the dirigisme on which it 
built its prosperity. 

The government would 
help facilitate globalisation 
of Singapore’s companies, 
said Mr Lee, but it would be 
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risks and bear responsibility 

for fbum- “This is the end of 
the nanny-state," said one 
western stockbroker. 

Nowhere is this mood 
dearer than In financial ser- 
vices where the government 
has embarked on a signifi- 
cant process of deregulation 
(see story on page 2). The 
aim is to build the capital 
market which has lagged 
other activities such as for- 
pigp exchange tra din g. Sing- 
apore wants to become a 
leading regional centre for 
fund management, but it has 
also now recognised that a 
dynamic and innovative cen- 
tre requires less 
heavy-handed regulation 

♦Via n has been the case in 
the past Unfavourable com- 
parisons have been made 
between Singapore and the 
much greater “buzz that 
resounds through Hong 
Kong. 

Only with a lighter regula- 
tory touch will Singapore 
institutions be able to 
develop and market new 
financial products, and only 
then will it be able to attract 
and keep the international 
and local talent needed to 
keep the country competi- 
tive in the global financial 

system. , 

But it would be rash to 
assume that the change will 
be dramatic. In practice. 
Singapore is unlikely to give 
up its culture of control that 
easily. Lee Hsien Loong, dep- 
uty prime minister and 
chairman of the Monetary 
Authority, says the easier 
approach to regulation will 
be an iterative process, with 
the authorities assessing the 
consequences at each stage 
along the way. 

Similarly, if Singapore's 
astute planners have rightly 
recognised that knowledge- 
based industries are the key 
to the future, they also have 


to make some delicate deci- 


flow of information to aDoW- 
Controls on the use of the 
internet were relaxed last 
vear - though the govern- 
ment prefers to say it clari- 
fied the regulations - and 
last month's budget made 
special tax concessions on 
the development of uiternet- 
based commerce. According 
to Harish Pillay of the 
round-table ginger group, 
use of the internet has also 
opened up political debate m 
an unprecedented degree. 

Singapore thus seems 
embarked on a more liberal 
course. The arts have been 
actively promoted by the 

government, and censorship 
has been eased to a certain 
degree. This month the 
Singapore Repertory Theatre 
staged performances of The 
Kiss of the Splderwoman, a 
play whose political and sex- 
ual content would have ren- 
dered it banned only a few 
years ago. 

But sense of liberal- 
ism does not extend far into 
the political arena. Senior 
government officials show 
no regret at all over last 
year’s celebrated libel trial 
of opposition politician 
Joshua Jeyaretnam. where 
Mr Goh faced some humiliat- 
ing cross-questioning by the 
British defence counsel 
George Carman QC. 

And in a move which 
lotto bizarre to any western 
observer, the government 
also recently banned the pro- 
duction of political videos m 
a way that limits further the 
public reach of Singapore's 
opposition parties. 

Given Singapore's ambi- 
tion to develop a knowledge- 
based economy and its 
desire tor political continuity 
In an affluent society, stri- 
king the right balance 
between the demand for 
individual rights and the 
needs of the community may 
yet become the most difficult 

— rtf nil 
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Wary of their neighbours 
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Seng Wun, regional econo- 
mist at GK Goh Research m 
Singapore, says indicators, 
such as new orders, have 
been volatile, making even 
that difficult to assess. 

So it is with caution that 
the city state is projecting 
IS to 4.5 per cent growth 
this year, far lower than the 
7 8 per cent recorded last 
vear and down from the 4 to 
5 per cent it had earlier fore- 

Even Lee Hsien Loong. 
deputy prime minister and 
Sad of the Monetary 
Authority of Singapore. ^e 

de facto central hank, is 
unsure whether that target 
will be met 

“No one can tell." be says. 
-The forecast assumes there 

are no discontinuities and 

nothing new develops. Then 
we should make that com- 

f °^ b »mething new < fleveb 

St t!T downside 

I wouldn’t rule out 
pyceeding it either. 
^Fortunately for Singapore, 
it was sucked into the fidu- 
cial turmoil with what Soc- 
Gen -Crosby Research not« 

in its latest Quarterly^ 
nomic Review is a strong 
underlying economic base. 

At the end of last year it 
had the world’s largest gov- 
Srnent fiscal s^ate . 7 
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reserves of nearly USSSObn, 
no net external debt and a 
well-capitalised banking sys- 
tem. . . . 

This gives the authorities 
the ability to address prob- 
lems when and where neces- 
sary. They did just that m 
the budget released at the 
end of February, selectively 
focusing on weaknesses in 
property, where demand has 
fallen sharply, and the port, 
which is expected to be hit 
hard by a slowdown in 
regional trade. 

At the centre of the budget 
was a 25 per cent increase in 
new development spending 
to S$ll-7bn. much of it tar- 
geting long-term objectives 
such as education, defence 
and economic infrastructure. 

Most important for many 
observers, however, was a 
series of measures to con- 
tinue the objective of boost- 
ing the financial sector as 
part or a long-term effort to 
make Singapore an interna- 
tional financial centre. 

This made it clear that, 
while the authorities are 
concerned about the finan- 
cial crisis, they are deter- 
mined not to let it to push 
the country off the path to 
increased competitiveness 
they set out on before it 
began. That is vital to widen 
the gap the neighbours had 
been closing. 

Malaysia, lor example, had 
started building itself up as 
an alternative to Singapore s 
financial hub betore the tur- 
moil unfolded. But, once it 


began. Kuala Lumpur 
chased away foreign inves- 
tors by restricting trading in 
markets and blaming them 
Tor the crisis. 

Mean while. Singapore has 
continued to open up and 
economists say this has 
assured many it is worth the 
premium paid to do business 
there. 

The authorities also used 
the budget to signal that the 
public must not expect the 
government to shield It 
entirely from the crisis. 

They need to take note 
that there have been a grow- 
ing number of layoffa. a 17 
per cent depreciation in the 
Singapore dollar against the 
US dollar over the ca lendar 
year just ended and a sharp 
rise in the three-month inter- 
bank rate to 7.2 per cent in 
1997, from 3.1 per cent in 
1996, as well as an increase 
in the prime rate to 6-5 per 
cent from 6 per cent. 

The authorities, therefore, 
refused to deliver the widely 
expected cut in corporate tax 
and only provided individu- 
als a 5 per cent Income tax 
rebate, half of that given last 
year. In addition, they 
encouraged Singaporeans to 
save more by raising interest 
paid on savings accounts. 

The authorities are aiming 
for a budget surplus of 
SS2.7bn this year, one of the 
smallest in recent years but 
enough to give them room to 
manoeuvre should worst- 
case scenarios develop in 
neighbouring countries. 
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BANKING • by Peter Montagnon 


Double-edged 
sword strikes 


INTERVIEW 


Lee Hsten Loong 




The profits of 
domestic banks 
have been hit by 
the ravages of the 
region’s troubles 

Rarely indeed does the head 
of a central bank announce a 
sharp fall in the profits of 
his country’s leading banks 
before the banks themselves 
have a chance to get their 
own word in. 

Yet that, to the amaze- 
ment of the markets, was the 
way in which investors 
heard about the trend of 
results at Singapore banks 
this year. 

Lee Hsien Loong, the dep- 
1 uty prime minis ter who has 
recently taken over at the 
helm of the Monetary 
Authority of Singapore, told 
parliament that bank profits 
for 1997 would fall 30 per 
cent as a result of a large 
jump in provisions on lend- 
ing to troubled countries in 
Asia. 

The disclosure was a force- 
fill reminder of the way in 
which Singapore's domestic 
banks have been caught up 
in the region’s troubles. But 
it was also an indication of 
the need for some tidying up 
in the banking industry if it 
Is to compete successfully in 
Singapore's rapidly evolving 
financial marketplace. 

Singapore's six commer- 
cial bank groups - including 
Development Bank of Singa- 
pore. Oversea-Chin ese Bank- 
ing Corporation, United 
Overseas Bank, Overseas 
Union Bank and Keppel, 
which is shortly to merge 
with the smallest institution. 
Tat Lee - are too many to 
service the relatively small 
domestic market 

That market must in any 
case be open to international 
competition under World 
Trade Organisation rules. So 
the government is encourag- 
ing the banks to consolidate, 
creating institutions large 
enough at least to spread 
their wings in the region. 

A main impulse, Mr Lee 
says, is the need to make 
best use of the limited 
amount of managerial talent 
available in a small country 
like Singapore. 

But the ravages of the 
regional crisis may make 
this easier said than done. 
Mr Lee says the banks had 
total loan exposure of 
S$37.2bn to the troubled 


economies of Malaysia, 
Indonesia, Thailand. South 
Korea and the Philippines at 
the end of Deccember. Of 
that more than two-thirds 
was to Malaysia and S$5.4bn 
to Indonesia. 

Around 5.7 per cent of the 
total was classified as non- 
performing at that statge, 
and Mr Lee said the banks 
would be making loss provi- 
sions of SSl.Bbn to protect 
them against loss. 

The announcement came 
as a double-edged sword. 
Coupled with a demand from 
the MAS for greater trans- 
parency in their accounts, it 
was clearly designed to miti- 
gate exaggerated worries 
about the impact of their 
exposure in the region. 

Total assets 

at heal lajmmwd a l banta {SSbn} 


year as loan growth slows 
and margins foil as banks 
chase safer, low-return 
assets. 

The tougher climate is 
unlikely to hasten the pro- 
cess of consolidation, she 
adds, not least because the 
government is concerned 
about the impact on employ- 
ment of rationalisation in 
the banking sector at a time 
when the economy at home 
is weak. 

Besides, the banks will 
have to be forced to merge. 
This is a government initia- 
tive on which the banks 
themselves are not keen. 

Nor is there much finan- 
cial pressure on them. With 
risk- weighted capital ratios 
averaging 17 to IS per cent 


of altstme banks (USSbn) 
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But the strong pre-emptive 
action still left many ana- 
lysts believing that more 
provisions would be needed. 

Some economists, such as 
Hugh Peyman of Dresdner 
Kleinowrt Benson, believe 
Singapore's already weak 
property market may be vul- 
nerable to Indonesian sales 
even after the Immediate cri- 
sis fa over. That could create 
a continuing need for loss 
provisions at the banks. 

When Development Bank 
announced a near sixfold 
increase in provisions to 
S$496m, Ng Kee Choe, its 
chief executive, said he was 
comfortable with the 
amount set aside but he 
acknowledged that provi- 
sions could increase if the 
situation in Indonesia deteri- 
orated. 

Thio Siew Hua, banking 
analyst at Indosuez W I Carr, 
believes that profits will 
again be depressed in 1998 as 
the banks continue to make 
aggressive provisions. Also, 
operating profits could come 
under some pressure this 
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at the end oT 1996. the banks 
entered the crisis with 
robust balance sheets. Hav- 
ing made its provisions. 
Development Bank immedi- 
ately sought to stock up its 
capital again with the 
launch of a one-for-five 
rights issue. 

If they are to compete 
internationally Singapore 
banks may need to increase 
their leverage to levels more 
comparable with other inter- 
national standards. One pos- 
sibility. according to some 
brokers, is that any large 
bank that emerges from the 
consolidation might use its 
surplus capital to buy a 
large international bank. 

That would certainly put 
Singapore banking on the 
international map. but it pre- 
sumes that the consolidation 
actually takes place and, 
while high capital ratios are 
a source of strength in the 
banking industry at this 
time of trouble, they also 
make it expensive for one 
local bank to acquire 
another. 
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Lee Hsien Loong, deputy 
prime minister and new 
chairman of the Monetary 
Authority of Singapore, has 
been making waves this 
year by promoting 
wide-ranging reform of the 
city state's financial 
markets. 

A son of Lee Kuan Yew, 
Singapore’s first prime 
minister, be is also often 
seen as a future holder of 
the office. In this interview 
he explains his views an 
financial reform and 
Singapore's future to Peter 
Montagnon and Sheila. 
McNulty. 

Question: Why are you - ■ 

promoting financial reform? 
Answer: The formula which 
we have worked so for teas 
been splendidly successful, 
bat we think within limits. 
We have grown in a very 
orderly sort of way. And yet 
there are limitations, both 
because we have gone 
beyond the point where you 

ran mngtoirriinri the Whole 
operation and also because 
of the way the industry is 
moving worldwide. 

These is tremendous 
ferment and even a merger 
mania. Technology is 
driving it - new products, 
new ways of doing business, 
new ways of supervising 
business, new risks. And we 
cannot just say this will 
pass us' by. We want to be a 
regional centre plugged into 
the global network. 

To do that we need a \ 
different approach. You 
cannot control everything 
but you must Tnaimrriw a 
certain rigour, although at a 
detached distance. You - 
must and be able to 
intervene and no one doubts 
your will or your ca pabilit y. 
That means a change of 
gear for the supervisor, the 
government and the staff 
down the line who have to 
operate it 

Q: What wflj be the impact . 
on the local banks? 

A: The regional crisis will 
not delay the process of 
consolidation. It is not easy 
to do because several are 
family-controlled banks and 
each has its very 
well-established culture and 
wen-established hierarchy. 
When you have a merger 
there are all sorts of 
consequences to be 
calculated. 

Rationalisation Is - - 

inevitable. It is aquestinn of 
time. Even the biggest' 
banks in the world feel the 
need to streamline their 
operations and develop - 
economies of scale. In oar 
case economies of scale are 
not just a matter of 
overheads, of general 
administration and 
computer systems but, most 
important of top 
management 

I do not see us being able 


Architect of wide-ranging 
financial market changes 



himself or for herself- 
And they have credibility - 
Thai sort of development, 
which is proceeding, will be 
constructive. T do not think ■ 
the way to hasten it is to 
change the libel laws ... . or 
to political videos and 

have soft pictures of your 

leader and his wife walking 
off into the sunset. 

(t How can you deal with 
disaffected groups like 
frustrated young 


Lee Hsien Loong: aiming for a regional centre plugged into the global network fWmAnwhMnuin 


to have six. top management 
teams, all tip-top, running ' 
six banks or seven, 
including the Post Office 
Savings Bank. So we have 
to rationalise, and I think 
they know that. 

if the. banks were 
somewhat larger, say we 
merged them two-by-two, 
they could be significant in 
the region, but what really 
constrains them is not 


reaUy-capitaL It is 
management expertise. 

Q: Does the lighter touch hi 
financi al regulation have 
broader significance? Could 
it herald a looser, political 
niimatfi, for example? 

A: Even in politics we have 
to find a style, a framework 
and a set of common 
expectations which fit our 
requirements and also our 
population. I do not see us 


. evolving in the foreseeable 
future into a two-party ' 
system. I do see us having 
more people willing to speak 
and contribute and debate. 

Over the past year we 
have increased the number 
of nominated members (of 
parliament, to nine now). 
They have outshone the 
. opposition and made a ' ' 
significant contribution, 
each (me carving out a . 


( Tftinpwv xfppfliqpff workers 
who have received lees 
benefit from economic 
growth? 

A: There are two different 
groups and this illustrates 
our problem. The young 
professionals who feel they 

want a bit more leeway, to 
say more things and to 
express themselves without 
necessarily being held to 
rigorous standards of logic 
or fact, are a different 
bunch altogether from the 
second group. 

This second group is 
Chinese-educated. It fa not 
concerned with high 
political discourse, but just 
with day-to-day bread and 
butter issues because they 
are not very skilled and 
unskilled jobs are getting 
fewer. And. if they expect to 
have 5 to 7 per cent wage 
increases every year, they 
will have to obtain some 
skills and be able to hold 
down better jobs. 

If we followed everything 
the first group wanted we 
would never be able to 
attend to the problems of 
the second. 

The reality is that in 
Singapore a lot of issues, 
political or foreign policy or 
security, are settled by the 
government taking the lead, 
taking the initiative. They 
do not resolve themselves 
from the bottom up. We 
are not that sort of 
society. 

Q: Why did the budget not 
offer mere tax concessions? 
A: If the region Is in trouble, 
the answer fa not 
necessarily to step on the 
gas. Yon may just have to 
live through it and accept 
that you are going to be 
affected. You are going to 
have more uncertainty, less 
prosperity and considerable 
turbulence. 

On personal tax rebates, 
these are rebates we can 
give when times are good, 
and the surpluses arehlgh- 
When times are tight and 
we have fewer surpluses we 
have to make do with 
smaller rebates. 

This is the opposite of 
what some governments do. 
When times are bad they go 
in hock to the bank and 
when times are good they 
collect more taxes. But 1 
think it is right for us. 


FINANCIAL MARKETS • by Peter Montagnon 


Reforms with a muted bang 


Emphasis is on 
fund management 
as the authorities 
admit need for 
liberalisation 

Not exactly a big bang, but 
more a series of thunder- 
claps. That is the official 
view of the reforms taking 
place In Singapore’s finan- 
cial markets. 

Even so, the transforma- 
tion to a more open regula- 
tory environment instituted 
by Lee Hsien Loong, the new 
chairman of the Monetary 
Authority of Singapore, 
promises some profound 
changes in the way the mar- 
kets operate. 

Bankers say the decision 
to adopt a more liberal 
approach to regulation 
which has been becoming 
apparent over the past few 
months follows a realisation 
by Mr Lee, who is also dep- 
uty prime minister and the 
son of modern Singapore's 
founder Lee Kuan Yew, that 
the city state needs to pro- 
mote knowledge-based 
industries like financial ser- 
vices if it is to make its way 
in the global economy of the 
future. 

Admittedly Singapore fa 
already well established as a 
financial centre. It is the 
fourth largest foreign 
exchange trading centre in 
the world, the fifth largest 
trader in derivatives and the 
ninth largest offshore lend- 
ing centre. 

But growth in Singapore's 
financial services sector has 
been slowing In recent years. 
Competition has been grow- 
ing, not just from Hong 
Kong, its traditional rival. 

Though the impetus has 
slowed with the regional eco- 
nomic crisis, Singapore has 
been worrying about the 
development of other 
regional markets such as 
Malaysia and Indonesia and 


has to keep half an eye on 
centres like Japan which are 
undertaking their own 
reforms. 

A report by a panel of 
experts warned In January 
that Singapore was lagging 
in the development of capital 
markets and In its ability to 
attract financial talent as 
well as big international 
fond managers. In response 
the government recently 
launched a number of Initia- 
tives, most notably in the 
area of fond management. 

“Our vision," said Mr Lee 
in announcing the reform, 
"fa to develop Singapore into 
the premier fond manage- 
ment hub In Asia In the next 
five to 10 years." 

The strategy makes seise, 
bankers say, because of the 
catalytic effect of fond man- 
agement which brings in its 
wake ancillary skills from, 
broking to custodial ser- 
vices. 

Singapore is to more than 
triple to S$3Sbn the amount 
of funds placed out with pri- 
vate sector fund managers 
by the Government of Singa- 
pore Investment Corpora- 
tion. The registration and 
distribution of unit trusts fa 
to be made easier. 

The MAS fa to Issue 10- 
year bonds to lengthen the 
local yield curve and deepen 
the capital market. Foreign 
listings are to be made easier 
on the local stock market. 
Simex, the local futures 
exchange, is preparing to 
launch a Singapore stock 
index contract 

The financial thresholds 
needed to acquire an invest- 
ment adviser's licence, 
essential for fund manage- 
ment companies, are to be 
reduced and several tax 
breaks are planned. 

So, to the delight of many 
international bankers and 
fund managers, the list goes 
on. The large increase in 
funds to be placed by the 
GIC met with a particularly 


warm response. 

“Mr Lee is very realistic 
about what fa going on glob- 
ally and where Singapore 
needs to position itself.” says 
Peter Hames of Aberdeen 
Ass set Management. “The 
rest of the region has been 
deregulated and this fa a 
large opportunity to get 
ahead of the opposition.” . 

The moves to ease regis- 
tration of new unit trusts 
was also met approval. 
Bankers had been complain- 
ing for some that the old 
process was' cumbersome 


Singapore in the short run. 
Mr Lee himself admits that 
the total volume of funds 
imi^or mana ge ment probably 
will not grow very much 
over the next couple of 
years, but he stresses the 
long-term scope for. this busi- 
ness once the region's econ- 
omy recovers. 

Not only will regional 
demand for fund manage- 
ment services recover as 
Asian economies start grow- 
ing again, he says. Global 
demand will increase signifi- 
cantly over the next 20 years 


Growth of funds under management 

Tote managed (SSbri) 
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and could take months. 

But with large amounts of 
money waiting to be 
invested that could c h ange, 
says Robert Tomlin of Schxo- 
ders, the British merchant 
bank. "It will grow very 


It remains to be s een how 
the changes will work In 
practice. Previous experi- 
ence of efforts by the govern- 
ment to hand out money for 
private sector Institutions' to 
manage have sometimes dis- 
appointed because of the 
tough criteria set by the 
Singapore authorities. This - 
time, however, the GIC 
seems anxious to expedite 
the process, bankers say. 

Nor fa there likely to be a 
dramatic increase in the 
funds -under management in 
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as working adults in Europe, 
the US and Japan invest 
more of their retirement 
savings in diversified portfo- 
lios.' 

Singapore has room to 
expand its fond management 
business. At present only 10 
companies operating in the 
city state manage funds in 
excess of S$Sbn. 

But some bankers argue 
that the process of develop- 
ing Singapore will not neces- 
sarily be all plain sailing. At 
the micro-level, they say, the 
authorities may have overes- 
timated the ease with which 
a long-term bond market can 
be established. 

To create issuing demand, 
the government has decided 
to withdraw a lot of liquidity 
from government institu- 


tions, such as the port, 
which previously were sit- 
ting on large piles or cash. 
These entities have thus 
switched from a position of 
natural investors to natural 
borrowers, but it is not yet 
clear who will be the new 
investors. 

On a broader level there fa 
some uncertainty about reg- 
ulation beause of the possi- 
ble conflict between the 
MAS’s role as a regulator 
and as a promoter of Singa- 
pore as a financial centre. 
Mr Lee says the two roles 
will be kept strictly separate 
within the organisation. 

The lighter touch on regu- 
lation will not involve dra- 
matic change and will be an 
“iterative" process, he says, 
with the authorities looking 
carefully at the effect 
of change as it fa intro- 
duced. 

Bankers believe the 
changes are likely to make it 
easier for them to introduce 
new products and encourage 
the flair which modern 
financial centres need to 
compete. For example, they 
note that Mr Lee has indi- 
cated that the eligibility for 
thresholds for fund manage- 
ment licences may be 
waived for promising 
boutique firms whose man- 
agers have good track 
records. 

In time, he says, a few 
may develop into larger 
operators - perhaps not on 
the scale of Alliance Capital 
Templeton, Fidelity or War- 
ren Buffet's Berkshire Hath- 
away, but they all started off 
as small companies. 

Singapore now boasts a 
cadre of young, highly edu- 
cated professionals, says Mr 
Tomlin. "You can’t run the 
place under the old rules 
with such sparky young 
people coming through the 
system. 

"These people want chal- 
lenge." ft looks as if Mr Leg 
fa going to provide it. 
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Hand-to-hand combat as business faces crisis 





When the port of Dalian became our partner, we promptly sent our most 

capable officers to her. In just months, the throughput of Dalian Container 

Terminal had increased by 17%. Thus bringing her one step nearer to becoming 

the Gateway to Northern China. 

* 

Cultivating relationships in a joint venture needs time and understand!..*,, 
which is why when you enter into a partnership with PSA, you are assured 
of our fullest commitment and professionalism. 

Whatever your needs, talk to our International Business Division. We’ll 
give you a confident start to your business venture. 


Newcomer with a 
bulging order book 


ten. economists say. “Elec- 
tronics has been the only 
source of momentum for 
export growth and this is fal- 
tering," says Paul Alapat. 
senior economist at indosuez 
W I Carr Securities. 

In January, Singapore's 
disc drive exports shrank 4 if 
per cent. That was partly 
attributed to the retrench- 
ment of 1.800 workers at the 
local operation of Seagate 
Technologies, one of the 
world's largest disc drive 
makers. 

It has anchored much of 
its disc drive and circuit 
board manufacturing to 
Singapore in SSLSbn worth 
of investments but has found 
the high end of the business 
tougher than expected due 
to new market entrants. 

November saw the first 
casualty in the sector when 
Singapore Technologies 
group called in liquidators 
for its loss-making Micro- 
polis disc drive venture. 

Seagate chief financial offi- 
cer Charles Pope says his 
company is determined 
improve competitiveness 
and “must implement a very 
aggressive regional sourcing 
strategy” to achieve this. 

Mr Alapat says the semi- 
conductor market offers 
some hope but Singapore 
could find itself a victim of 
inventory unwinding from 
South Korea, with a conse- 
quent depression in prices. 
“What you would have is a 
volume recovery but not 
necessarily in value 
terms" 

Another area of vulnera- 


bility. says Song Seng Wun, 
regional economist at G K 
Goh Research, is the mainte- 
nance of a strong Singapore 
dollar and an overseas 
threat. 

“You have a relatively 
strong exchange rate in 
Singapore and industry has 
a relatively Hi gh import con- 
tent. Import costs haven't 
come down that much so in 
terms of pricing they (Singa- 
pore electronics manufactur- 
ers) may not be as competi- 
tive as the Taiwanese who 
have real economies of 
scale." 

The government realises 
that Singapore must encour- 
age more value-added pro- 
duction in order to sharpen 
its competitive edge in elec- 
tronics and. reduce vulnera- 
bility to cyclical downturns. 
It has encouraged the devel- 
opment of wafer fabrication 
industries and other semi- 
conductor support activities 
through introducing tax 
breaks and special land con- 
cessions. 

Lucent Technologies 
Micro-electronics and Char- 
tered Semiconductor Manu- 
facturing are to open a 
USSlbn foundry by the end 
of the year, in what will be 
Singapore's tenth wafer fab- 
rication plant 

But economists believe 
that the urgency to move 
higher up the value-added 
chain has been reduced by 
the regional economic tur- 
moil. Mr Alapat says: “I 
would say they have several 
years before this becomes 
critical.” 


A recently merged 
company has its 
eye firmly on 
the defence 
export market 

While much of Singapore's 
manufacturing industry is 
expected to feel the pinch 
from the Asian economic 
downturn, there is one 
company that can be fairly 
confident of bulging 
order books for years to 
come. 

Singapore Technologies 
Engineering is a newcomer 
on the corporate landscape, 
at least in its present form. 
It was created last year 
through the merger of four 
core businesses belonging 
to the sprawling 
Singapore Technologies 
empire - engineering, 
shipbuilding, automotive 
and aerospace. 

Separately, each unit was 
performing reasonably well. 
Together, however, they 
form a sizeable engineering 
group with a diverse mix of 
core businesses yet 
streamlined research and 
development and financial 
o perat ions. 

STTE is also one of the few 
listed Singapore companies 
tha t appears committed to 
returning excess balance 
sheet funds to shareholders 
if no efficient use 
can be found for such 
capital. 

These factors have led 
stockbrokers to describe it 
as an “emerging blue chip 
name” in a corporate 
landscape dominated by 
familiar, but sometimes 
uninspiring, players. 

"From a market 
perspective, all the listed 
units were too small to be 
covered. By merging it 
became interesting and it 
bad to be covered," says 
Jason Wee. head of research 
at Credit Lyonnais 
Securities. 

But the key to its 
promise, and thus its allure, 
lies in defence. One of STEs 
strengths is in arms 
manufacture, servicing and 

sales. 

The aerospace division 
specialises in maintenance 


One division specialises in maintenance of commercial airliners 


of commercial airlines and 
the maintenance and 
upgrade of fighter aircraft. 

It recently won a rtJS)$75m 
contract to upgrade 
a fleet of 48 F-5 Tiger 
fighters for the Turkish air 
force. 

The automotive division 
handles repair of land-based 
military vehicles, the 
shipping unit builds and 
repairs military vessels and 
its electronics unit is 
involved in radar and 
weapons communications. 

Last year STE broke new 
ground by designing and 
manufa cturing an all-new 
tank, the Bionix. the first 
time such a vehicle had 
been produced in Singapore. 

That contract, valued at 
SSSOOm. was executed for 
the Singapore Armed 
Forces, with which STE has 
close associations. That 
should help it win further 
business as an aggressive, 
government-inspired 
multi-billion weaponry' 
reuewal programme is 
under way. 

SocGen Crosby, the 
brokerage, estimates that 
this is worth at least 
S$3-S$5bn in the next five 
years on top of the existing 
orders that each of STE’s 
former units are bringing to 
the newly formed group. 

Much of that will come 
from more orders Tor 'made 
in Singapore" weapons, 
business that has higher 
value and better margins 
than traditional upgrading 
work. 

Any i-uncem over the 
future of the weaponry’ 
uDgradmg programme 
riven the Asian economic 


crisis were dispelled in the 
February budgeL 

The government, despite 
lowering its estimate for 
gross domestic product 
growth to 2.5 per cent, 
pledged to increase defence 
spending by 115 per cent to 
S$7J?bn, or 28.7 per cent of 
the total budget. 

Analysts believe the 
resulting business should 
help to create “critical 
mass” for STE to develop 
its long-term export 
capability. 

Cash flows at each of the 
former units were irregular, 
given the unpredictable 
nature of defence contracts. 
But analysts say pooling 
the four units' businesses 
will beip smooth the 
revenue stream. 

STE's chief financial 
officer, Boon Swan Foo, 
wants to expand in Asia, 
where sales account for 5-10 
per cent of total business, 
and into US and European 
markets, "as long as 
airlines continue to make 
money". 

However be sounds a note 
of caution the recent 
currency turmoil. While the 
weakening of the Singapore 
dollar has helped STE - 
most of its revenues are 
denominated in US dollars 
- a stonger local unit might 
force more contracting 
overseas. 

’It’s Just a matter of 
working within a stable 
currency regime. When the 
currencies are moving up 
and down like this, though, 
it's impossible to do much 
planning.” be says. 

Jeremy Grant 
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The World’s Port of Call 


Demand has 
fallen away and 
competition is 
gnawing at the 
bottom line 

Cheah Kean Hunt, managing 
director of Hewlett-Packard 
for Singapore and south-east 
Asia, does not mince his 
words when asked to 
describe the impact of the 
Asian financial crisis. 

“It’s not business as usual, 
it s down to hand-to-hand 
combat." he says. "Short 
term, our business is obvi- 
ously affected." 

As one of the largest inves- 
tors in the Lion City - its 
diverse electronics interests 
account for about one per 
cent of Singapore's gross 
domestic product - Hew- 
lett-Packard is a bellwether 
for the health of the manu- 
facturing sector. 

This makes up a quarter of 
gross domestic product and 
is dominated by electronics 
and petrochemicals, which 
together account for 70 per 
cent of that 

Mr Huat's immediate con- 
cern is to ensure that the 
company’s network of sub- 
contractors in the region, 
which are are now enjoying 
lower costs, are transferring 
those cost savings up the 
chain to Hewlett-Packard as 
fast as possible. 

About 40 per cent of its 
shipments globally from 
Singapore depend on subcon- 
tractors in south-east Asia. 

Elsewhere, businesses 
complain of stubbornly high 
operating costs, exacerbated 
by a still strong Singapore 
dollar and tumbling regional 
currencies. Asian demand 
has fallen away while 
regional compet it i on and 
-excess capacity in the global 
electronics industry is gnaw- 
ing at their bottom line. 

One measure of the jitters 
felt in the manufacturing 
sector came in February 
with the release of reports 
from the two main chambers 
of commerce. Well over half 
their members felt their 
businesses would be “hit 
badly” this year. 

This year’s budget, 
announced by finance minis- 


ter Richard Hu a month 
later, offered little relief and 
no hoped-for reduction in 
corporate tax. “There was 
nothing much to help manu- 
facturers tide over these dif- 
ficult periods." complained 
Tommie Goh, chairman of 
JfT Holdings. 

The government is taking 
a more sanguine view, in its 
1998 outlook the Economic 
Development Board said it 
was “cautiously optimistic” 
for the manufacturing sec- 
tor. 

Singapore attracted 
S$8.5bn in foreign invest- 
ments last year, of which 70 
per cent was in manufactur- 
ing. Such binds should help 
Singapore move up the 
“value chain", the EDB 
believes. The electronics sec- 
tor. or “cluster", received 
the largest share of pledges 
with more than 45 per cent. 

The manufacturing sector 
grew by 4.3 per cent in 1997, 
with the electronics cluster 
managing 3.1 per cent 
despite global excess capac- 
ity and severe erosion or 
prices in the disc drive 
industry. Singapore accounts 
for 39 per cent of global disc 
drive shipments. 

Whoever is proved right, 
the turmoil or recent months 
has concentrated minds on 
two familiar questions more 
than ever - first, whether 
the cost of doing business in 
Singapore can still be justi- 
fied given tower costs in the 
region, and second, how 
secure is the future of manu- 
facturing in Singapore given 
heavy dependence on the 
cyclical and often volatile 
electronics and petrochemi- 
cals businesses? 

On the first question. Sing- 
apore is “very expensive 
already", according to 
Arvind Agarwalla of FACT, 
a software firm specialising 
in accounting software. 

Aside from expensive 
expatriate housing, he cites 
an extremely high rate of 
employee turnover as one of 
the largest costs. Job-hop- 
ping is common as there are 
significant penalties if con- 
tracts are broken. 

But although many busi- 
nesses are starting to ques- 
tion the premium they are 
paying for Singapore's main 


Excess capacity In the global electr o ni cs industry is gnawing at the bottom fine of companies 


attractions - sound infra- 
structure. advanced 
approach to the application 
of technology to business 
and strategic location - he 
says this still holds. 

“If you're going to move 
now and you don't know 
where the [Malaysian] ring- 
git will stop and the [Indone- 
sian] rupiah will start, 
you're really taking a gam- 
ble." 

On the second question 
the outlook is mixed. Singa- 
pore is committed to main- 
taining its emphasis on elec- 
tronics and petrochemicals. 

“1 don't see many areas we 
can look at that will provide 
the export and employment 
base that these sectors can 
generate," says EDB manag- 
ing director Ho Meng KiL 

But the petrochemical 
industry is set for lean 
times. Regional overcapacity 
was already a feature of the 
market before the Asian 
financial crisis knocked the 
wind out of plastics con- 
sumption. which dictates 
petrochemicals demand. 

Takayuki Okada, manag- 
ing director of Petrochemical 
Corporation of Singapore, 
says the turmoil has sparked 


a 20 per cent drop in product 
demand. In March. Asahi 
Chemical announced the 
suspension of a USSSGm plas- 
tics plant for Singapore due 
to the downturn. 

Notwithstanding, in 
December, PCS, Anglo-Dutch 
giant Shell and others 
opened Singapore Petro- 
chemical Complex II, a 
S$3.4bn project on Ayer Mer- 
bau and Seraya islands 
which doubles ethylene 
capacity to almost lm tonnes 
annually. 


Long-term prospects justi- 
fied the move, says Tim 
Faithful!, chairman of Shell 
Singapore. “One is seeing 
quite a severe squeeze on 
(oil refinery) product mar- 
gins and the outlook is not 
good In 1998. But in petro- 
chemicals we believe the 
fundamentals are still 
strong." 

In electronics the risk is 
not from any dip in the 
Asian market but Singa- 
pore's dependence on the US 
and Europe, its biggest buy- 
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ers of disc drives and com- 
puter peripherals. Disc 
drives account for more than 
a quarter of Singapore's elec- 
tronics exports. 

Growth in global personal 
computer revenues is slow- 
ing. Intel sent a chill 
through the business this 
month with a profits warn- 
ing that second quarter earn- 
ings would lag 10 per cent 
behind projections. 

Demand for disc drives, 
key components in personal 
computers, continues to flat- 
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INNOVATION • by Jeremy Grant 


Future looks bright for budding^ 



Education given 
priority as the 
government gets 
to grips with a 
skill shortage 


Learning without thinking is 
labour last; thinking without 
learning is perilous. - Confu- 
cius quoted in a Singapore 
underground railway poster 
campaign. 

When the Bionix “infantry 
fi ghtin g vehicle” rumbled off 
the production line at a local 
arms manufacturer last 
year, it was a rare example 
of innovation at work in 
Singapore. 

The machine was cus- 
tom-built for the Singapo- 
rean army and* included a 
unique suspension system 
that allows the tank to han- 
dle the city state’s hilly ter- 
rain. This year the Bionix is 
being promoted abroad in a 
bid to capture new markets 
for Singapore's defence 
industry. 

For Singapore the question 
of Innovation means more 
thaw breaking into new mar- 
kets. It is a matter of sur- 
vival 

For decades the country 
was a byword for manufac- 
turing efficiency based on 
low costs and the diligence 
of its well-trained workforce. 

But since the early 1990s 
there has been a growing 
recognition that this will not 
be enough to maintain a 
competitive edge in a region 
where Singapore's rivals 
have been rapidly moving up 
the “value-added chain". 


Rising costs at home are 
forcing Singapore to think 
on its feet, and that means 
nurturing companies with a 
readiness to Innovate. It also 
means creating an environ- 
ment where creative busi- 
ness people - so-called “tech- 
nopreneurs” - can flourish. 

“We are now heading 
towards a knowledge-inten- 
sive economy, where the 
requirement is not just an 
ability to use skills but to be 
creative and innovative, to 
find new markets. This will 
require a different sort of 
mindset among the people." 
says education minister Teo 
Chee Heart. 

Although the percentage 
of the workforce that gradu- 
ated from university has 
risen to about SO per cent 
from only 5 per cent in 1980. 
this has not produced people 
with the creative flair 
needed for innovation in 
industry. 

Ironically, one of Singa- 
pore's best known creations. 
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the "Sound Rlaster" wuind 
card used for computer 
games, was the work of an 
obscure non-grnduaie. 

Work has been going on to 
change that mindset which 
has earned Singaporeans a 
reputation for conformity, 
predictability and lack of 
imagination. 

And. with Singapore brac- 
ing itself for a tough year 
due to the Asian economic 
crisis, innovation has sud- 
denly assumed critical 
importance. Educational 
reforms are being pushed 
with renewed rigour, backed 
up with extra cash. 

In the February budget 
education received a hefty 30 
per cent increase in funding, 
with this year’s spend put at 
SSS.Tbn, or 3.G per cent of 
gross domestic product. 

A National Innovation 
Framework for Action was 
set up in January, building 
on previous initiatives 
encouraging industry to be 
more creative in research 
and development. 

About S$3bn will be spent 
in the next five years install- 
ing computers in schools 
with the aim of encouratnng 
pupils to “engage in more 
active and independent 
learning”. 

Academics from Britain's 
Cambridge University. Har 
vard and Japanese uni vers i 
ties have been drafted in to 
advise the government on 
overhauling the entire sylla- 
bus. 

University entrance crite- 
ria are under review, with 
more attention likely to be 
paid to extra-curricular 



About SS2bn will be spent in the next five years instaffing computers hi schools id 
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activities and less emphasis 
solely on grades. 

A- level students sitting Tor 
literature examinations will 
be allowed to take their texts 
into the examination room 
with them next year as a 
way of encouraging literary 
appreciation rather than rote 
learning. 

••There is a tendency to 
say: this is the subject mat- 
ter. these are the facts, these 
are the questions and here 
are the answers. We want to 
put it across to the children 
that this is more 
npen-ended." says Mr Teo. 

The reforms are being pur- 
sued by bureaucrats with 
almost messianic enthusi- 


asm. Initiatives come with 
labels such as "Thinking 
Schools. Learning N at ion". 

“The Desired Outcomes of 
Education" is a blueprint 
listing the qualities required 
of citizens from primary 
school to university. 

Toddlers should “love 
Singapore" and "have a 
lively curiosity about 
things" by the time they are 
ready for secondary school. 
The goals for 17-year old 
junior college students 
include having “an entrepre- 
neurial and creative spirit". 

Whether creativity can be 
taught in such a prescriptive 
fashion is open to question. 
Many students are anxious 


about being indeed on liter- 
ary appreciation. 

“1 am worried because you 
can't impress examiners 
with your abffity to memor- 
ise passages and whole 
poems,” one 16-year-old told 
the Straits Times newspaper! 

Bruce Pah director of 
planning and development 
at Nan yang Polytechnic,' 
says tt is important to show 
students a fa* between ere- _ 
ativfty and Its practical 
application in industry. "It's 
more of an environment 
than som ething you can 
teach." be says: * 

In the "Hall of Innova- 
tion". examples of student 
creativity at Hanyang are 


— an automated 
drinks can compa ctor, a 
wireless time clock system 
. suitable for airports and uni- 
versity campuses. 

Hie go v e rn m ent is encour- 
aging uwfc« between educa- 
tional institutions and indus- 
try as a way - of fostering 
innovation- . Industry is 
starting toi y s pood . 

Aztech, sU local company 
that is the wbriefia third larg- 
est product* -of modems, 
recently forged a partnership 
with the NaKdmfl University 
of Singapore involving joint 
R&D and student second- 
ments to feetoanpany. 

“BAD ' frasn’t very well 
recognised in the past,” says 


Michael Mun, company pres- 
ident “But we are trying to 
change people’s opinions. 
Now people are beginning to 
realise that R&D is very 
challenging." 

While the future appeals 
to be bright for Singapore's 
budding innovators the gov- 
ernment, ever kee n to g uide 
awl control, is determined to ' 
tie the unleashing of its citi- 
zens’ creative juices to what 
it regards as productive 
ends. 

As Mr Teo puts it "It 
would be a tragedy if in .our 
education system we pro- 
duced very able creative 
people who turned out to be 
s ma r t crooks." 
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by Sheila McNulty 


Port caught in 
a storm plays 
it cautiously 


World's largest 
container 
terminal operator 
has postponed 
expansion plans 


Singapore's PSA Corporation 
may be the world’s largest 
container terminal operator 
in charge of what has been 
the globe's largest port in 
shipping tonnage and trans- 
shipments. But that does not 
make it so robust that It will 
be spared from the regional 
financial crisis. 

Half of its business 
involves other south-east 
Asian countries, where the 
crisis has put enormous 
pressure on the purchasing 
power of companies and 
therefore slowed the amount 
of traffic going through the 
port. 

Yeo Ning Hong, chairman 
of PSA. says the impact has 
been “significant". More 
than six months into the cri- 


sis. there are few imports 
into the region end only 
some countries, such as 
Thailand, have been able to 
take advantage of their 
depreciating currencies to 
boost exports. 

However, Mr Yeo says the 
rest of PSA's business is 
spread throughout the world 
and is seeing growth from 
countries such as Australia, 
China and India, which will 
help to offset the regional 
slowdown. 

Although he will not pro- 
vide detailed statistics on 
how the company is faring, 
Mr Yeo is projecting if will 
end the year in positive ter- 
ritory. 

“We will see growth, prob- 
ably single digit." he says. 
"But the world is changing 
so rapidly. Of course, if there 
is any secondary impact on 
the countries beyond the 
region, beyond south-east 
Asia, we will have to review 
our numbers again." 

PSA has already decided 
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Yeo Ning Hong: the impact of the south-east Aslan crisis on the part has been signi ficant 


the crisis warrants slowing 
expansion plans, so it will 
activate the second phase of 
a US$5bn project to build a 
new container terminal later 
than if the company had 
seen double-digit growth in 
1997, 1998 and 1999. 

The company, Mr Yeo 
says, can no longer afford to 
build ahead of demand since 
being privatised on October 
1, 1997. 

“That is a recipe for disas- 
ter because you are pouring 
in a huge about of money 
ahead of demand. Only gov- 


ernments can do crazy 
things like that." 

The company has worked 
hard in the past few months 
to improve on ways the gov- 
ernment did business, partic- 
ularly with regards to cus- 
tomer service. 

PSA now makes an extra 
effort to accommodate cus- 
tomers. for example, by mak- 
ing exceptions for ships that 
need extra fast service. 

Mr Yeo expects these 
extras, along with the com- 
pany’s long-standing effi- 
ciency and connectivity, to 


dissuade customers from 
moving to ports where 
weaker currencies make 
business far cheaper. 

“You can go to a cheaper 
port and the consequences of 
loss, pilferage, tampering 
and so on is something you 
worry about," Mr Yeo says. 

"You can buy a pair of 
shoes for $5. You can buy a 
pair of shoes for $500. Why 
do people pay $500 for a pair 
of shoes? There must be a 
reason. People come to Sing- 
apore because we offer a dif- 
ferent kind of service." 


ASIA REGION INVESTMENT ■ by Jeremy Grant 


erecT the facilities were not 
quite op to the standards he 
was used to at honae: 

After r numerone failed 
attempts to log on. to a 
server. Ire overcame the 
problem by attaching his 
modem to, of all [daces, a 
connection outside his win- 
dow and around the corner. 

Mr Ho. managing dmec ta r 
of the Economic Develop- 
ment Board, is from Singa- 
pore. a place where the 
people order taxis and cin- 
ema tickets over tire inter- 
net. In some schools they 
simply hold a "smart card" 
over a scanner mi their way 
into class to record atten- 
dance. 

And the country is institu- 
ting a nationwide electronic 
road pricing system, which 
will deduct tolls automati- 
cally freon cash cards and 


Industry spreads its wings abroad 


Industrial parks 
aimed at boosting 
regional links 
have fallen short 
of expectations 


The shores of Indonesia's 
Batam Island are only 30 
minutes by ferry from the 
tidy bustle of Singapore. 

But, at the Batamindo 
Industrial Park, the only 
thing that reminds visitors 
that they are on Indonesian 
soil are a mosque and por- 
traits of President Suharto 
that hang in factory lobbies. 
Although few would admit 
it, that is the whole idea. 

Built seven years ago, the 
park is a joint venture 
between Singapore Technol- 
ogies Industrial and Jurong 
Town Corporation of Singa- 
pore, and Indonesia's Salim 
Group. 

More than 100 c o mpanies, 
45 per cent of them Japa- 
nese, have installed them- 
selves in the park, including 
Siemens of Germany, the 
French electronics group 
Thomson and Kyocera of 
Japan. 

They have come as much 
for what Singapore offers as 
for abundant Indonesian 
labour, which comes at a 
fraction of the cost across 
the water. For example, a 
production line operator at 
Batamindo is paid 235,000 
rupiah (US$24) a month. An 
equivalent Singaporean 
employee would cost $UM0. 

the big pull is its proxim- 
ity to Singapore, as well as 
on-site Singaporean know- 
how. The park offers easy 
transhipment to Singapore 


for additional processing 
plus Singaporean infrastruc- 
ture, technological and man- 
agement support 

Patrick Lee, general man- 
ager, says the park has been 
profitable since its second 
year and makes a return on 
investment of 15 per cent 

It would be tempting to 
see Batamindo as a show- 
case for Singapore’s “region- 
alisation" strategy, spear- 
headed by the establishment 
of seven industrial parks In 
four countries. 

The drive began in 1993 
when former prime minictw 
Lee Kwan Yew launched a 
campaign to persuade indus- 
try to branch out abroad to 
avoid rising costs at home, 
leverage high growth and 
diversify investments. 

By establishing industrial 
parks Singapore could 
anchor the operations of 
multinational corporations 
doing the same thing , tip to 
1996, about 6,000 local com- 
panies had invested about 
S$44.9bn abroad, of which 60 
per cent was committed to 
Asia. 

Industrial parks of the 
Batamindo model have been 
the fla gship investments in 
the regionalisation push, 
with facilities in China, 
Indonesia, Vietnam and 
India. Tenants have pledged 
a total of S$&5bn. 

But few have been as suc- 
cessful as Batamindo and, 
although government offi- 
cials put a brave face on it, 
they have fallen short of 
expectations. 

“I don’t think they have 
fared too well. They were a 
little too optimistic ini- 
tially," says one western dip- 


lomat. 

One of the problems has 
been that achieving commer- 
cial returns was not the only 
thing on the regionalisation 
agenda, analysts say. The 
parks were also seen as help- 
ing tiny Singapore build 
strategic ties with govern- 
ments in the region. 

Projects often came with 
the personal backing of top 
government figures. 

Vietnam was a classic case 


the support of the two coun- 
tries' prime ministers. 

However, political support 
has not done much for the 
park's bottom line. An eco- 
nomic downturn in Vietnam, 
coupled with the retreat of 
investors due to the Asian 
economic crisis, has slowed 
plans for developing beyond 
the present US$50m first 
phase of the project, says 
Cheong Kai Kong, general 
director. 


Singapore’s investments 

abroad 

awton 

«i • 

“We need to target very 
carefully the kind of compa- 
nies we bring in,” he says. 
“We have to be cautious.” 

In neighbouring China, the 

M . / 

vast Suzhou Industrial Park. 
Singapore’s biggest single 

an _ / 

overseas investment, has 
proved a headache. 

Built about 80km west of 
Shanghai, it is a joint ven- 
ture between the local 

m • y _ 

A 

in 

municipal government and a 
Singapore consortium led by 
the government’s Economic 
Development Board. 
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for treatment. Shunned as a 
virtual pariah state for 
years, the communist nation 
in 1995 joined the Associa- 
tion of South East Asian 
Nations, of which Singapore 
is a leading member. 

In short order, Singapore 
has become the largest for- 
eign investor in the country, 
with US$6.2bn in pledges. 
One of its highest invest- 
ments is the Vietnam Singa- 
pore Industrial Park, a 500- 
hectare project near Ho Chi 
Minh City developed by a 
consortium led by Semba- 
wang Industrial and with 


In September, Beijing 
granted it the same status as 
China's five Special Eco- 
nomic Zones, underscoring 
political support from the 
communist leadership. 

But the local government 
blithely built a rival park of 
its own 10km away, manag- 
ing to lure investors away 
from Suzhou. In December. 
Lee Kwan Yew took matters 
into his own hands and dew 
to China, blasting “wasteful 
competition". 

However, the government 
is taking a long-term view 
and still believes the parks 
are a good way of tapping 
into the region, says Ho 
Meng Kit, EPB managing 
director. 


“Yes, we are hostages <to 
the local environment) but 
we try to change the envi- 
ronment at the local level.” 
he says. 

Analysts point out that the 
investors in the paries have 
■sufficiently deep pockets to 
weather years of poor 
returns. 

Tay Slew Choon, president 
of Singapore Technologies 
Industrial, the main investor 
in Batamindo. says the com- 
pany “has the capacity" to 
build one more industrial 
park and is studying the Phi- 
lippines as a possible future 
export base. 

"When we went into the 
region we were never naive 
enough to think that it 
would be smooth,” he says. 

Mr Kit confirms that the 
government is also encour- 
aging companies to shop Hot 

cheaper assets in the region 
in the wake of the Asian eco- 
nomic crisis. Although there 
has probably never been a 
better time to snap up bar- 
gains, this presents Singa- 
pore companies with a fresh 
challenge. 

“Businesses that have 
thrived in Singapore like 
locally-owned banks might 
not fere so well in foreign 
countries such as lhafland, 
especially if those markets 
also open up to big interna- 
tional players who are used 
to competing in difficult 
environments,” says the 
Political and Economic Bisk 
Consultancy. 

“This will put new pres- 
sure on Singapore managers 
to raise their standards in 
ways that can be competi- 
tive outside Singapore’s ' 
friendly shores." 


use electronic surveillance 
to catch violators. • 

For a country that affinals 
often note has no natural 
resources other than its 3m 
people, Singapore has no 
choice but to turn to technol- 
ogy to compete, tt is doing so 
at cyberspeed. 

The authorities’ most 
ambitious project is Singa- 
pore ONE (one network for 
everyone), which will deliver 
a high level of interactive, 
multimedia applications and 
services to every home, 
school and office. 

The system, touted as the 
world's first nationwide 
broadband network, allows 
for internet access at least 
100 times fester than is now 
possible through normal 
analogue modem dial-up, 
using a bandwidth large 
enough to carry taxing data 
loads such as live video. 

The network will include 
entertainment on demand, 
such as videos, movie pre- 
views and music, govern- 
ment services, on-line shop- 
ping, home- . banking, 
ticketing and other elec- 
tronic commerce. Already 
people are ordering groceries 
through the system, register- 
ing for classes and watching 
the evening news at any 
time. 

Companies are- being 
encouraged through a vari- 
ety of financial incentives to 
develop applications for 
Singapore ONE. Services are 
constantly being added, and 
by the end of the year all 
800,000 households in Singa- 
pore will be able to conned. 

Stephen Yeo, chief execu- 
tive of the National Com- 
puter Board, the force 
behind this effort, believes 
wiring up the dty state will 
make it one of the world's 
easiest' places in which to 
work and live. Some believe 



Singapore is using technology at cyberspeed mwjamhn 


it already is. 

“It is a culture shock for 
an Indian to come to Singa- 
pore,” says Arvind Agar- 
walla, chief executive officer 
and founder of FACT Soft- 
ware International, which 
started in Calcutta. 

“You can open a bank 
account in five minutes. Just 
about everything is done via 
the Internet. f*ve been here 
four years and I have never 
been to a government 
office.” 

Size really is the key. The 
country is just 647.5 square 
kilometres so, unlike large 
nations like the US, wiring 
the nation together is a rela- 
tively simple goal. 

“This is one dot One insig- 
nificant dot. It’s much easier 
to do t h i n g s ," Mr Yeo says. 
That enables Singapore to 
excel at putting new applica- 
tions to use faster and more 
comprehensively than any- 
where else. 

The country has been 
ranked one of the most IT 
literate in the world fay the 
World Competitiveness 
Report. One in three house- ■ 
holds owns a computer and 
287,400 people at the end of 
1397 were Internet subscrib- 
ers. 

Recently S$2bn was com- 
mitted to ensure every 
schoolchild has access to a 
computer within five years. 

Although its people-less 
port and taxi system, which . 
uses space-based satellites to 
direct the nearest cab to cus- 


tomers, is just one way Sin- 
gaporeans have worked to 
-apply -technology-in every- 
day lives, there is no doubt 
regional competition has 
given nationwide efforts like 
Singapore ONE increased 
urgency. 

The city state's neighbour, 
Malaysia, is building what it 
calls the Multimedia Super 
Corridor, an area it hopes 
will become an international 
hub of high-tech, multi- 
media research and develop- 
ment 

Although the dream is so 
far just that Malaysia is 
determined to make it a real- 
ity. and for that reason is 
taken seriously. 

“We would be proceeding 
along these lines whether 
the MSC existed or not,” Mr 
Yeo says. “But I would "be 
lying if I didn’t say the MSC 
gave us a boost" 

- At this rate it will not be 
long before the Singapore 
home of the future deSaibed 
m promotional material 
becomes a reality. 

“Mum checks out the new 
on-liM cooking video demo 
j”*a PC m kitchen while 

keeping an eye on the moni- 

f iSK tabv 

e-® “if 

f lend »er 
°ad does the fami- 
ly s financial planning and 

transactions from a pn 
the study." 111 
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THE ARTS AMD SOCIETY 

Grip 


by Sheila McNulty 


on society 
loosens slightly 


Small concessions 
to the arts are 
intended to make 
the city state 
more attractive 

Having once faced political 
threat from an opposition 
that voiced its dissatisfac- 
tion through Chinese travel- 
ing theatre, it dearly was 
not easy for Singapore to 
-decide to permit street act- 
ors and m us ic ians 

But in the past year, as the 
authorities made a conscious 
effort to find new ways to 
make the city state more 
enticing to both foreigners 
and locals, Singapore 
announced that busking 
would be permitted - under 
certain conditions and in 
specific places. 

To outsiders the decision 
seemed a small one. But to 
Singaporeans it was a prime 
example of how the authori- 
ties are trying, ever so care- 
fully, to loosen their grip on 
society without losing their 
tight hold on political con- 
trol. 

And fee a growing number 
of Singaporeans who have 
travelled, been educated or 
lived abroad, and in those 
places experienced freedoms 
unheard of at home, it is 
most welcome. 

Many in their twenties, 
especially the women who 
do not undergo the intense 
two years of national mili- 
tary service that instill in 
nipn the importance of being 
part of a larger nation, com- 
plain that Singapore is sti- 


fling and believe incremen- 
tal changes such as those 
instituted to date will never 
be enough. 

They loathe a syste m they 
complain quashes political 
dissent, bars satellite televi- 
sion, censors the internet, 
controls local media and 
constantly pressures th«p to 
buy into Singapore's mate- 
rial dream, content to live in 
a government-subsidised 
flat, get married and have 
children. 

Singapore's most explor- 
atory theatre, TheatreWorks, 
probed some of these feel- 
ings in a play called Descen- 
dants of the Eunuch Admi- 
ral, which paralleled the 
castration of ancient China’s 
eunuchs with that endured 
by Singaporean yuppies as 
they climb the corporate 
ladder society lifts up to 
them. 

This, alter all, is the home 
of the yuppie rallying cry, 
the four Cs - condoms, cash, 
cars and credit cards. 

“It’s a country that 
encourages that. You tend to 
lose sight of things that are 
intangible and thing s having 
to do with your soul.” says 
Tay Tong, TheatreWorks’ 
general manager. 

"The government saw that 
as becoming a predominant 
factor, so much so that they 
have come out with commit- 
tees and subcommittees to 
deal with the betterment of 
society." 

That in turn has led to the 
decision to turn Singapore 
into a regional arts hub. 
Many may have difficulty 
picturing Singapore as a hot- 


bed of bohemian abandon in 
a country where selling 
chewing gum is illegal 
because it sullies the side- 
walks. 

George Yeo, minister for 
information and the arts, 
admits there is "a constant 
tension” in Singapore 
between the desire to retain 
the youth and draw in for- 
eigners from what he consid- 
ers “the ocean” while 

a tm TTiflintatwinp tht* unique- 
ness of the city state’s 
“lagoon.” 

He puts it this way: The 
environment in the lagoon 
must always be different 
from the ocean. Then we 
have our own identity. Then 
we have our usefulness to 
the rest of the world ... It 
means everyday worrying 
about what's coccdng in and 
what's going out” 

The authorities do not 
believe they must entirely 
liberalise society to have the 
type of flourishing arte cen- 
tre that will continue to 
entice people into the 
lagoon. 

They are focusing first on 
developing museums, build- 
ing theatres, launching an 
arts radio station, hosting an 
annual arts festival. 

Some of the results in the 
Singapore Art Museum 
already show a tolerance for 
questioning society. One 
piece that stands out attacks 
the oppression of women in 
patriarchal communities, 
comparing the pain of 
women who bound their feet 
in lflth century China with 
those today who bind their 
torsos to conform to soci- 



Sfrfgspora it making a amadous effort to find new ways to make the cfer state more enticing to foreignare and locals 


ety’s image of feminine 
beauty. 

But there are clearly areas . 
that are out of hounds for 
Singaporean artists and it 
comes across most clearly on 
stage. The Boom Boom 
room, which is billed as 
satirical theatre, is over- 
whelmingly adolescent. 

Its shows touch on sexual 
taboos such as cross-dress- 
ing, and appear to snigger at 


national service In a dance 
of navy men in torn shirts, 
but stay quite clear of 
anything more controversial. 
Artists say the authorities 
consider much to do with 
race, religion, politics and 
sex . off limit*. Government 
censors recently provoked 
controversy by cutting a 
tame nude Scene from the 
Hollywood film Titanic 
though. interestingly 


enough, let minutes of Demi 
Moore’s breasts slip by in 
the film Striptease- 

Theatre Works’ Mr Tay 
explains that the authorities 
can sometimes be persuaded 
that something they might 
normally cut can stay as it 
will serve a greater purpose 
than titillating the audience. 

Although his group is 
among a select few that no 
longer have to have scripts 


approved before opening 
night, Mr Tay not® that the 
authorities still reserve the 
right to shut down produc- 
tions if they dp not like what 
appears on stage. 

That results in self-censor- 
ship and, beyond that, the 
question of the audience’s 
reactions. This is a place 
which, after so many years 
pf repression, is so prudish 
and naive that the: Society 


for the Study of Aruhtdogy 
mid Sexology moved to pro- 
vide sex education last year 
after finding couples who for 
years did not consummate 
their marriage because they 
did not know how. - 
"Being an artist here is a 
challenge," Mr Tay says. 
“You always have to negoti- 
ate. not just with the author- 
ities, but wtth the audience. 
WO! they accept it?” 


NEW FILM • by Sheila McNulty 



Co-writer aid director Eric Khoo Mdes nothing in 12 Storeys 

Frank look behind 
the dream fagade 


A new film sheds 
light on the huge 
pressures bearing 
down on the 
silent majority 

The film 12 Storeys confronts 
the ang uish of many Singa- 
poreans in a frank way. It 
uses rich imagery to ddve 
deep into the lives of three 
families living, like the 
majority of Singaporeans, in 
a featureless government- 
built bousing block. 

The first Singaporean film 
to be invited to the Cannes 
Film Festival* it opens with 
a deeply depressed man 
throwing himself off the 12 th 
storey balcony. 

We never learn what 
pushed him to take his own 
life, hut the scene sets 
the stage for ft rare, 
and surprisingly uncen- 
sored, look at the enormous 
pressures Chinese culture 
and modern day society 
place on Singaporeans and 
the indifference to suffering 
It creates. 

Co-writer and director Eric 
Khoo hides nothing, using 


full-frame shots of painful 
feces mirroring the anguish 
of the characters. 

The suffering of those 
unable to meet society's 
expectations is palpable on 
the face of an obese woman 
who watches in misery 
actual Singaporean televi- 
sion commercials showing 
blissful married couples. 
These advertisements are 
aired regularly as part of a 
government campaign to 
encourage citizens to marry 
and have children. 

The obese woman is bru- 
tally criticised for not living 
up to these ideals through a 
continuous barrage of 
vicious insults by the 
woman who raised her and a 
group of gossiping men 
lounging at the block’s can- 
teen. 

A concurrently ru nnin g 
story tells of a man tortured 
by the same expectations. He 
longs for children hut the 
young, beautiful bride he 
brought back from China 
refuses to give them to him 
for failing to meet the 
material desires he promised 
her. 

The wife’s unhappiness is 



The fBm 12 Storeys mirrors the 


of the characters 


compounded because she left 
the man she truly loved in 
China to chase the wealth of 
Singapore. The film is relent- 
less in its portrayal of the 
importance of material suc- 
cess In Chinese and Singapo- 
rean cultures arid the misery 
it often brings. 

The drama unfolding in 
yet another flat explores 
how traditional Chinese role 
models are shattered by the 
clash of Singapore's rapidly 
changing generations. The 
matter is brought to life 
through the struggles of an 
eldest son dutifully putting 
the needs of the family 
above his own. 

He is depicted as the 
model Singaporean, exercis- 
ing In the morning, eating a 
good breakfast and trying 
desperately to keep his 
spoiled and apathetic 
brother and sister in line. He 
pays for their studies, even 
shares a bedroom with them, 
while sacrificing the chance 
to buy a larger flat and a 
car. 

Wearing a T-shirt boast- 
ing, "My Block is the Clean- 
est," be lectures about 
studyring hard and being gra- 
cious. Lazily watching TV, 
they mock these govern- 
ment-nurtured ideas and 
belittle him for sacrificing 
his own life for them. 

He is crushed when he dis- 
covers his sister is dating a 
pimp and lost her virginity 
at 18. Enraged, he becomes 
society's bad guy, arrested 
for taking out his 
anger on the comm- 
unity garbage bins with a 
stick. 

This intense insight into 
the shortcomings of the Sin- 
gaporean dream is a valu- 
able step toward the insular 
city state's realisation that, 
while economic statistics 
point only to success, there 
are serious social problems 
across the city state that 
merit examination- 
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fOir results showthat Singapore^ 
now the region's price leader 


IT’S THE KIND OF REMARK THAT LEAVES A 
TELECOMMUNICATIONS COMPANY SPEECHLESS. 


Along with excellent infrastructure, highly trained’ staff, a comprehensive range of 
services, vital backup support (including full facilities management) and quality service, 
SingTel now offers the lowest rates in all of Asia-Pacific. As revealed by the good folks 
at Data Communications. To find out how you can take advantage of their findings, 
contact us by phone at (65) 738 3838 or by e-mail .at enquiry %buscomOsingtef.com. 
We’re looking forward to striking up more than a good conversation with you. 


■ ) Singapore 
L/a Telecom 
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INTERVIEW; TONY TAM ■ by Peter Montagnon " - — - 

Best defence is deterrence and diplomacy 


Basic philosophy 
is to be prepared 
for the worst in 
the belief that it 
will never happen 

As a small country 
surrounded by large neigh- 
bours, Singapore has always 
felt the need to pay clo&e 
attention to defence. 

Its basic philosophy, says 
Tony Tan, defence minister, 
is to be prepared for the 
worst in the belief that the 
mere fact of such prepara- 
tion will help to ensure the 
worst never happens. 

For the first time in many 
years there now appears 
some prospect of this philos- 
ophy being put to a serious 
test The economic crisis and 
social unrest in Indonesia 
have raised concern that the 
delicate security balance in 
south-east Asia could be 
upset 

“If there is instability in 
Indonesia it will destabilise 
the whole region,” says Mr 
Tan, a softly spoken and 
donnish TwartigmaHrfwn who 
has combined a career in 
banking with politics. “Insta- 
bility in Indonesia could 
threaten the free passage of 
ships through the Straits of 
Malacca, which is a major 
sea lane for International 

mari tim e tr affi c, and this 
would be of concern for the 
whole world." 

In their public utterances 
Mr Tan and other Singapore 
officials make it clear they 
expect the Indonesian 
authorities will succeed In 
preventing unrest But pri- 
vately there is no doubting 
Singapore's concern. 

As the situation in Indon- 
esia deteriorates analysts 
have become fond of predict- 
ing the disintegration of the 
country in a manner similar 
to that of the former Yugo- 
slavia. Now is therefore defi- 
nitely the time for Singa- 
pore’s defence forces to be 
prepared. 

Already, notes Mr Tan. 
there has been an increase 
in piracy in the waters 
around Indonesia and Singa- 
pore. and the Singapore 
authorities are picking up 
increasing numbers of illegal 
immigrants crossing the nar- 
row channel between the 
two countries In small boats. 

Few people actually expect 
hostilities to break out, but 
memories are being revived 
of the turmoil at the end of 
President Sukarno’s reign in 
the mid-1960s, when Indone- 





Tony Tan: fears hstebCty 


sian agents provocateurs 
managed to let off bombs in 
the middle of Singapore. 

The importance of the 
shipping lanes as Singa- 
pore’s confined airspace - 
jets often use Indonesian 
airspace in the approach 
run to Singapore’s Cbangi 
airport - means the concern 
is reaL 

Last year, says Mr Tan, 
Singapore bought four sec- 
ond-hand submarines from 
Sweden which are designed 


to give its navy an underwa- 
ter capability in precisely 
the kind of shallow con- 
gested waters that Sweden 
has to defend around its ter- 
ritory. 

Mr Tan has also recently 
announced the planned pur- 
chase of a small number of 
attack helicopters. 

Singapore's defence policy 
rests on two legs, deterrence 
and diplomacy, says the min- 
ister. The purchases are 
part of the deterrence 


side, which involves con- 
tinuously Investing in 
defence and upgrading capa- 
bility. 

“We do tills not only in 
good [economic] times but 
also in bad times because we 
take the view that to have 
an effective defence capabil- 
ity we have to plan and 
invest over many years, not 
on a short-term basis,” he 
adds. 

On the diplomatic front 
Singapore believes the best 


defence involves having a 
network of strong bilateral 
and multilateral relation- 
ships with countries outside 
the region as well as within 
it 

Thus it has been an active 
promoter of the Asean 
Regional Forum, which 
brings together south-east 
Asian countries with leading 
world powers to discuss 
security issues. 

Singapore also attaches 
great importance to the 
so-called five-power defence 
a greemen t which finks Sing- 
apore, Malaysia, Britain, 
Australia and New Zealand 
in collaboration on defiance 
issues, notably through joint 
exercises. 

“Far Sln u mi rnw and Malay - 

sla it provides an assurance 
that our security is not only 
of concern to our two coun- 
tries here, but also of con- 
cern to a wider community," 
says Mr Tan. 

“For Britain, Australia 
and new Zealand, it provides 
an opportu nity to show that 
they are still strongly com- 
mitted to this part of the 
world." 

Another plank of policy is 
support far the US military 
presence in south-east Asia. 
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Singapore made available 
farfiitips for the repair and 
maintenance of US aircraft 
and ships after Washington 
was forced to abandon its 
bases in the Philippines in 
the 1980s. 

Further evidence of the 
dose relationship wma from 
the recent announcement 
that deep-water both facili- 
ties would be m«dfr available 
to the US at the flhang i 
naval base. 

But Increased regional 


concern does not mean that 
Singapore is significantly 
stepping up its spending on 
arms. Last month’s budget 
provided for a modest 
increase in defence depend- 
ing to 4.62 per cent of gross 
domestic product from 4.4 
per cent Singapore is still 
well below the 6 per cent 
which could in theory be 
earmarked. 

Mr Tan says: “This is 
about all our armed forces 
can actually absorb in a use- 


ful way. Just because we can 
spend up to 6 per cent In 
any one year doesn’t mean 
we actually try to spend all 
or it" 

The aim of defence spend- 
ing is to build up a defence 
force through continuous 
investment “It can only take 
erne year fior the security sit- 
uation of a country to 
change dramatically, but it 
takes many years to build up 
a credible and effective 
defence capability." 


POLITICS • by Sheila McNulty 


FOREIGN POLICY • by Peter Montagnon 


Internet lets the 
genie out of box 


Now the public 
do not have to 
rely on controlled 
media accounts 
of politics 

It started out as a rather 
difficult year. Singapore's 
ruling People’s Action Party 
had scored Its biggest elec- 
toral victory in 16 years, 
winning 81 out of 83 seats in 
parliament and 65 per cent 
of the popular vote an Janu- 
ary 2, 1997. 

But it had done so only 
after provoking indignation 
by warning that the authori- 
ties would defer renovation 
of government-built apart- 
ments in which most Singa- 
poreans live, in the residen- 
tial precincts which did not 
vote for the ruling party. 

The leaders then sued two 
losing candidates from the 
opposition Workers’ Party 
for libel in lawsuits 
which critics said were 
both unnecessary and over- 
done. 

Bui in recent months, as 
the east Aslan economic cri- 
sis edged the election and all 
the criticisms that came 
with it off centre stage, the 
PAP has moved back into 
the spotlight 

Singaporeans are increas- 
ingly appreciative that the 
ruling party’s long-term eco- 
nomic management has 
positioned the country far 
better than its Asian neigh- 
bours. The timing for the 
PAP could not have been 
better. 

The housing issue and 
lawsuits had not only stirred 
emotions in those who per- 
ceived them as bullying tac- 
tics but the coart cases also 
subjected Singapore’s lead- 
ers to close scrutiny by 
George Carman, a Queen’s 
Counsel from Britain. Mr 
Carman went further in 
defending his clients 
than any Singapore lawyer 
might have dared, at one 
point accusing the prime 
minister. Gob Chok Tong, of 


being “economical with the 
truth". 

He also charged that “this 
litigation is designed to 
bankrupt this [opposition] 
man to keep him out of par- 
liament". Even though the 
leaders eventually won the 
lawsuits, many believe it 
was damaging to have such 
accusations directed at the 
prime minister. 

Even George Yeo, minister 
for information and the arts, 
says that amid the legal 
wrangling “the political 
ground was somewhat unset- 
tled". He believes, that was 
because much of the public 
could not fully grasp 
the complicated issues at 
stake. 

Critics say that although 
Singaporeans understood 
why the leaders felt it neces- 
sary to defend their reputa- 
tions, the lawsuits back- 
fired because many believed 
they were politically moti- 
vated. 

But now, Mr Yeo says, tire 
PAP is secure. “No one 
grumbles today in Singa- 
pore, young or old, about the 
government being careful 
with its finances or accumu- 
lating surpluses. There is 
general rebel” 

Harish Pillay, who is part 
of the 18-member Bound 
Table recently formed to 
give those outside politics a 
forum through which to 
express their views, agrees 
with that assessment 

But he adds that he, for 
one, had never taken issue 
with PAP'S monetary policy. 
Instead, he is bothered by 
decisions such as the recent 
one to ban political videos, 
something he considers 
totally unnecessary. 

But, even as the authori- 
ties embrace increased social 
discourse and liberalise busi- 
ness to keep from driving 
away both local and foreign 
talent, they continue to 
make it clear they will per- 
sist in taking steps to ensure 
that the public’s newfound 
freedom will not spill over 
too far into politics. 


This is a mission made 
increasingly harder by the 
latitude provided by the 
internet Now Singaporeans 
do not have to rely on gov- 
ernment-controlled media 
accounts of political cam- 
paigns, for instance, but can 
read eyewitness reports by 
those in attendance. Policy 
debates on-line are unfet- 
tered. 

“The genie is out of the 
box,” says Mr Pillay. “And 
you can’t put it back in 
unless you cut all telephone 
lines." 

. This the authorities 
clearly would never do as it 
would undermine efforts to 
lead the global technological 
revolution. So instead they 
are working hard to culti- 
vate youth by inclu- 
ding, instead of alienating, it 
in the decisionmaking pro- 


“There is a strong determi- 
nation to suck in those in 
the twenties," says Mr Yeo. 
“They look at the main party 
and think we are quite dusty 
and boring. But we have a 
line to them. We win change 
them. They will change us." 
And it will all be 
according to PAP'S ground 
rules. 

There is no doubt these 
roles have become looser in 
recent years. Even as the 
ruling party works hard to 
rebut the opposition, it is 
now willing to listen to the 
Round Table and nomi- 
nated nine members of par- 
liament to provide alterna- 
tive voices. 

Lee Hsien Loong, deputy 
prime minister and son of 
Singapore’s founding father. 
Lee Kuan Yew. welcomes 
exchanges with these 
groups. 

“We can have a debate 
with them because they are 
not out to bring the system 
down. And If they make 
sense, we will take their 
views into account." 

But that is as far as it 
goes. He does not see Singa- 
porean politics evolving In 
the foreseeable future into a 



Diplomats take a 
course in economics 


Goh Chok Tong wfth a w toV c tf l on pofing day 


two-party system. 

That leaves movements 
within the PAP as the most 
important to watch. Observ- 
ers note that Mr Lee Increas- 
ingly appears on centre 
stage. He now heads the de 
facto central bank, the Mans' 
tary Authority of Singapore, 
and in recent months has 
announced liberalisation in 
the financial sector while 
appearing often in the 
media. 

His lymphatic cancer has 
been in remission for five 
years, long onnaig h to al gnal 
he is out of danger. Some 
believe this is behind his., 
increasingly public appear- 
ances. 

Others say it Is because 
Mr Goh is now confident 
enough to allow Mr Lee to 
upstage him domestically. 
After all, PAP'S showing in 
last year's election erased 
memories of the lowest-ever 
61 per cent of the vote 


gained in Mr Gdh’s first elec- 
tion in 1991, when his party 
lost four seats to the opposi- 
tion. . 

- it is quite clear the 
regional crisis has given him 
a more important interna- 
tional role to play. Mr Goh 
has not only been consulted 
by President Bill Clinton 
about events unfolding in 
east Asia but has -also pro- 
posed strategies to help 
Indonesia's export markets 
and made peace with neigh- 
bouring Malaysia so the 
countries can confront the 
crisis together. 

Mr Goh has said he will 
serve out his full term, 
which runs until mid-2002, 
so that assures him of sev- 
eral more years in power. If 
he can keep the financial cri- 
sis from undermining all 
PAP has built over the years 
both he and the ruling party 
should emerge in good 
standing. 


Closer ties with 
the US are an 
important part of 
the post-crisis 
foreign policy 

While Singapore’s economy 
has weathered the crisis bet- 
ter than some, the city state 
has had to accept a profound 
impact on its foreign policy. 

As a small country with, 
little clout of its own, Singa- 
pore has long sought shelter 
in groups. In particular, it 
has sought to push the role 
in world affairs of Asean - 
the Association of South 
East Asian Nations which 
also groups Malaysia, Thai- 
land, Indonesia, the- Philip- 
pines, Brunei, Vietnam awfl 
Burma. 

But now, as these coun- 
tries are increasingly preoc- 
cupied with their own prob- 
lems, Asean seems a 
distinctly weakened force. 

Singapore's leaders thus 
face a loss of influence just 
at a time when they are 
becoming alarmed at the 
economic and political 
upheavals in their large 
southern neighbour, Indon- 
esia. Diplomats say they 
have had to read up rapidly 
on economics which has 
begun to pervade much of 
what they do. 

The foreign policy strategy 
that is emerging rests on 
two main planks. The first is 
to reinforce the view that 
Asean is not a spent force 
and will bounce back as an 
important regional grouping 
in the longer term. The sec- 
ond is to try to keep as many 
world powers engaged in 
south-east Asia as possible. 

Singapore is keen to 
encourage friendly relations 
with the US, to whom it 
recently offered deep-water 
naval berth farflHy-*;. and ]g 
pressing for a strong result 
from the forthcoming Asia- 
Europe summit in fandm. 

In the background, how- 
ever, remains the belief that 
it would be premature to 


write off Asean, a grouping 
that until the crisis struck 
was emerging as an impor- 
tant counterweight to China 
in the re gio n. 

“The primary goal of 
Asean is to deliver peace in 
the region,” says Kishore 
Mahh nhanl, permanent sec- 
retary at the foreign minis- 
try. “As long as it does that 
it delivers something very 
precious." 

Though some policy ana- 
lysts acknowledge that 
Asean has proved weak both 
in economic co-operation 
and especially in dealing 
with environmental matters, 
they believe its efforts to 
promote democracy in Cam- 
bodia demonstrate a new 
willingness of members to 
Involve themselves directly 
in tiie affairs at others. 

The economic crisis and 
the dense smog which blan- 
keted much of the region for 
several months last autumn 
have served as a reminder 
that cooperation cannot be 
effective without some plain 
speaking, hitherto regarded 
as taboo. 

Besides, says Tommy Koh, 
ambassador at large and 
executive director of the 
Asia-Europe Foundation 
think tank* adversity has 
drawn Asia closer together. 
Singapore has taken the lead 
in poshing for a large export 
credit facility to finan ce 
essential supplies for Indon- 
esia. 

Citing the improved rela- 
tionship between Malaysia 
and Singapore, seen by 
many as a direct response to 
worries over Indonesia, he 
says it would be a mistake to 
underestimate the strength 
of Asian solidarity. “People 
keep writing us off; but each 
time we surprise them,” he 
says. 

Singapore’s regional sensi- 
bilities are one reason why it 
is reluctant to join the 
Organisation for Economic 
Co-operation and Develop- 
ment despite its high living 
standards and pressure from 
Japan and South Korea, the 


organisation's two Asian 
members. 

Mr Koh says Singapore 
wants to wait until other 
Asean nations are ready to 
join, though be believes that 
in the meantime the city 
state could sit on some 
OECD committees, such as 
those on finance and invest- 
ment, that are relevant to its 
economy. For the time 
being, however, there is 
httle doubt that Asean’s abil- 
ity to mak e its presence felt 
will be limited. This is push- 
ing Singapore to place more 
emph asis on bilateral rela- 
tions with other powers, 
especially the US. 

Direct contacts between 
President Clinton and prime 
mini ster Goh Chok Tong 
over Indonesia are seen as 
important in this regard. 

There is some disappoint- 
ment over what is perceived 
as a lack of leadership -pro- 
vided by Japan in helping to 
resolve the Asian crisis, but 
analysts say they are appre- 
ciative of the supportive role 
of China, especially through 
its determination not to 
spark a further round of 
financial market turbulence 
by devaluing its currency. 

As part of the aim of keep- 
ing the world involved, there 
is also str o n g emphasis on 
foe n eed for a positive result 
tram the forthcoming Asia- 
Burope summit 

Singaporeans have been 
stressing the economic stake 
that Europe has in the 
region and their disappoint- 
ment that it has been slow to 

provide help to Thailand and 
Indonesia. Recently Lee 
Kuan Yew, senior minister, 
went out of his way to point 
out that European banks 
had collectively more loans 
outstanding in Asia than 
either Japanese or US hawi^ 

“The summit will be a real 
.test of theJSuropeans,” says 
Mr M ahbnbanL It offers a 
“Uemendaus” opportunity to 
demonstrate long-term 
involvement In the region 
hut far that a solid result fa 
needed: 
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Pro Sfeben puts focus on German TV 

Georg Kofler (left) Ja 
enjoying his role as a pio- 
neer. The chairman erf Pro 
Sieben. the German 
meefla group floated on 
the Frankfurt stock market 
last year, credits his com- 
pany with having brought 
more commercial focus to 
Europe's biggest televi- 
sion industry. The result. 
Mr Kofler says, wHl be a 
speeding up of consolida- 
tion wtthinth e German commercial television market, 
as unprofitable networks are taken over or dosed 
dawn. Page 21 

Japanese gloom hits sentiment 

The Nikkei 225 average tel! almost 3 per cent, as t»«* 
week's reflationary package faded to lift sentiment 
and the government's share price support operations 
were apparently ineffective. A sign of Japan's desper- 
ate eoonomlc straits emerged In the form of a 3.3 per 
cent drop in Industrial production In February and an 
expected 2.5 per cent fail in March. The yen weak- 
ened on the news, falling below VI 32 against the dol- 
lar In European trading. Page 42 

Zimbabwe growers face tough year 

Zimbabwe tobacco growers are expected to face 
tower prices at Harare's flue-cured tobacco auctions, 
which stal today. The economic slowdown in Asia 
and the Impact of the $31 bn payout by l)S tobacco 
groups In legal settlements are the main causes. 
Tobacco accounts fly a quarter of Zimbabwe's 
exports and could be more important this year 
because of problems experienced by exporters of 
other commodities, such as gold, terrochrome, nickel 
and asbestos. Page 32 

Italy's stock continues to rise 

Italian Investors have been cheering the remarkable 
performance of the Milan stock exchange. This year, 
the broad Mibtei Index has gained more than 40 per 
cent after rising almost 60 per cent In 1997. The 
increase looks set to continue, thanks to Italy's 
intended entry into economic and monetary union,, an 
annual inflation rate of 1.8 per cent, the prospect of 
ftfther Interest rate falls and new privatisation Issues, 
and heavy liquidity In a country with one of the 
worfcfs largest savings rates. Page 42 

Dollar breaks out from D-Mark range 

The US dollar cracked through the ceiling of the 
range it has traded In against the D-Mark for the past 
tfree months, ft dosed at DM1.8446, a rise of over 
1.5 pfennig from Its dosing rate on Friday. Some 
traders saw the D-Mark's weakness as a delayed 
reaction to Friday’s Bundesbank report on economic 
and monetary union, which criticised the convergence 
efforts made by some countries hoping to join the 
single currency in the first wave. Page 31 

Finance for Brazilian cellular service 

A consortium led by BellSouth International of the US 
and Banco Safra of Brazil has raised US$1.75bn 
through a floating-rate note Issue to finance cellular 
telephone services in the dty of S8o Paulo. Page 30 


COMPANIES IN THIS ISSUE 

ACM 
Acheson 
AksrRGl 
America OnDne 
Asahl Breweries 
Austrian AWnes 
BMW 

Bacardi-MartW 
Banco Noroeste 
Bata India 
Bertelsmann 
BkieChde 
Bluebird Toys 
Bristol-Myers Sqiibfc 
British Airways 
Bumah Castro! 

CME 

Canary Wharf 
Clear Channel 
DU 

Da La Rue 
Decaux 

Delta Electronics 
Deutsche Telekom 
Diageo 

Ericsson 
Express Dairies 
First Pacific 
Fifts 
GUS 

Gtesecke & Davrient 
Outmeea Peat 
HSBC 

Hfiton Group 
Hopewell Holdings 


MARKE T STATISTICS 

38_37 FTSE Actuaries share indfces 38 

30 Forefri exchange » 

30 GBts prices M 

30 London share service X,3r 

32 Managed funds service 33-35 

25 Money markrts 31 

31 New Ml tiond touffl » 

30 Recent Issues. UK 38 

30 Short-term lot rates 31 

30 Stock markets £ a gtance 41 

38 US interest rates 3® 

30 World stack markets 39 


BMW to promote identity of R-R Motors 

Non-executive directors to join new board that will emphasise independence and Britishness of luxury carmaker 
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By Haig Stmoo tan. 

Motor Industry Correspondent 
and Roger Taytor 

BMW will today announce 
plans to reshape the board of 
Rolls-Royce Motor Care to 
emphasise the independence of 
the UK luxury carmaker it is 
buying from Vickers for £340m 
($568m>. 

The new board, f ptffpd P ri to 
show Rolls-Royce's "British- 
ness", will for the first Hmp 
Include non-executive 
directors. 

One will come from 
Rolls-Royce, the aero-engines 


group that owns the rights to 
the Rolls-Royce brand and that 
has a jet engines Joint venture 
with BMW. The aero-engine 
company welcomed the deal 
and said It would negotiate 
"appropriate compensation" 
from BMW for thB use of its 
name. 

Up to two other non- 
executives will come from 
BMW. However, the German 
group may appoint some fur- 
ther non-executive directors 
from outside its ranks to 
underline its desire not to 
dilute the UK carmaker's spe- 
cial British Image. 


The structure is d e s i gne d to 
minimise hostile reactions to 
the takeover, particularly by 
Rolls-Royce buyers in Britain, 
which Is still by Car the compa- 
ny's biggest market 
The risk was highlighted 
when a consortium of 
Rolls-Royce enthusiasts that 
made an unsuccessful bid for 
the company attacked Vickers 
as "high-handed and arrogant" 
for the way it quickly agreed 
to the deal with BMW. The 
consortium said Rolls-Royce 
should have stayed in British 
frianrig and it promised to chal- 
lenge the decision by topping 


BMW's offer. The structure is 
intended to avoid the mistakes 
BMW made with Rover, the 
UK car group bought in 1994, 
where its “softly, softly" 
approach to the company at 
the outset Is now widely seen 
as having been too lax. 

Graham Morris, chief execu- 
tive of Rolls-Royce Motor Cars 
and a Rover director at the 
time erf BMW’s takeover, said: 
"I would welcome very targe- 
ted and focused assistance 
very quickly. We are a small 
company and we are 
stretched." Bernd Pischets- 
rieder, BMW's chairman, 


declined to answer detailed 
questions ahead of his group’s 
awnnaf press conference in 
Munich today. However, an 

obviously relieved Mr Pischets- 
rieder said: "We are delighted 
BMW win in the future be able 
to offer a full range of British 
products .from toe Mini to the 
Bentley and Rolls-Royce." 

He will emphasise BMW’s 
wish to "maintain Rolls-Royce 
Motors Cars as a separate com- 
pany, but lighten its links with 
the German group- Among the 
immediate benefits will be a 
reduction in costs from Joint 
purchasing of materials and 


components. Vickers said It 
would return part of the pro- 
ceeds from the sale to share- 
holders but could not yet say 
how much. The remainder will 
he invested in the company's 
marine propulsion and defence 
divisions. 

Analyst said the company 
had received a good price hut 
warned it could face a tax bill 
an the proceeds of up to £60m. 
Vickers' share price closed at 
228p, down 5p. 

Embarrassment of rtetes, Page 16 

Lax, Page 18 

Special report, Page 20 
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US DRUGS GROUP BRINGS HOP E TO MEN WITH ERECTI LE DY SFU NCTION 

Rhinos breathe Pfizer 

easy as FDA 
approves Pfizer’s 
‘aphrodisiac’ pill 


By Dan Id Green In London 


The amount of rhinoceros 
horn seized by customs proves 
the demand for drugs that 
improve male sexual perfor- 
mance. This demand is on e of 
the factors behind the sums of 
money some analysts predict 
the drug Viagra will bring in 
for its maker, US drugs com- 
pany Pfizer. 

Last Friday, the US Food 
and Drug Administration 
approved Viagra for a condi- 
tion doctors call “male erectile 
dysfunction". In non-medical 
terms, it is about as near an 
aphrodisiac as toe mainstream 
pharmaceuticals industry ban 
yet reached. 

Viagra is not the first treat- 
ment for male erectile dysfunc- 
tion, but it is the first that Is a 
simple pill rather than, for 
example, an injection. 

Pharmaceuticals analysts’ 
forecasts diverge enormously 
as they decide what this might 
mean for demand and sales. 

Analysts at Merrill Lynch 
forecast Viagra’s sales will 
reach S850m this year, 3730m 
next year and $lbn in 2000. 
That would make it a block- 
buster drug but not the best 
sales take-off in the drugs 
industry’s history. That was 
Lipltor, the cholesterol-reduc- 
ing drug also sold by Pfizer. 

Analysts at Goldman Sachs 


take a different view. They say 
sales will rocket to $1.5bn in 
1999. 

Analysts will not say pub- 
licly whether their forecasta 
assume toe growth of a black 
market for the drug. 

Pfizer itself is cautious, "ft Is 
extremely difficult to predict 
sales because only about 5 to 
10 per cent of patients who 
might benefit fon d to came for- 
ward.” says the company. 

One possible cause for this 
reticence is that existing treat- 
ments are uncomfortable and 
usually lead to an erection 
whether or not it is desired. 
Pfizer says patients taking yia- 
gra still require sexual stimu- 
lation for the drug to weak. 

But another possible cause 
for slow sales of impotence 
drugs is that men are too 
embarrassed to admit they 
mig ht benefit fi wn treatment 
It Is a prohlem Pfizer may have 
trouble addressing. 

They might find it difficult 
to sell Viagra in countries 
where there Is a macho cul- 
ture,” said one analyst yester- 
day. 

Growth may also be slow in 
Europe because of a reluctance 
by government-funded health- 
care systems to pay fix: a drug 
that does not treat a life 
threatening c on di tion. 

Viagra costs $7 a pilL That 
might equate to 6700 a year, 



which many doctors and 
health bill payers might regard 
bb poor value when compared 
with antibiotics or Alzheimer's 
disease treatments. 

France, for example, dug its 
heels in oh price when UK 
drugs company Glaxo Well- 
come tried to launch its 
migraine pill there. 

Nevertheless, a European 
launch is likely this year. Via- 
gra was submitted to Euro- 
pean hAaTth regulators in Sep- 
tember 1997, the same time as 
the FDA submission. European 
regulators take about a year 
on drug applications. 

For Pfizer, Viagra will add to 
the company's reputation as 
one of the most effective in the 


industry. The company’s 
shares have outperformed the 
US market every year since 
1994 and have g ro wn twice as 
quickly as the average phar- 
maceuticals company share In 
the US since 1990. 

William Steere. chairman, 
has long played down sugges- 
tions that the company needed 
to join in with the recent wave 
of mnltibiBion dollar mergers 
and acquisitions. 

Pfizer may not he interested 
in c o r po r a te acquisitions, but 
it is happy to acquire products: 
Lipltor came from US rival 
Warner Lambert, and arthritis 
drug Cefebra is licenced from 
GD Searle, the drags subsid- 
iary of US company Monsanto. 


Starwood to 
separate hotels 
and gaming 


By John Auttsre 


Starwood Hotels & Resorts 
Worldwide, which last year 
bought the ITT group of hotels 
for |10.2bn after a savage bid- 
ding battle with Hilton Group, 
is restructuring itself into two 
separate operating groups for 

frntftla anil gaming . 

The move, announced yes- 
terday, was interpreted as the 
prelude to a spin-off of the 
company’s gaming interests, 
which could otherwise weigh 
heavily on its share price. It 
also follows developments in 
Congress last week which 
made it almost certain that the 
company will soon lose toe 
beneficial tax status it enjoys 
as a paired-share real estate 
investment trust (Reit). 

Barry StemUcht, chairman 
of Starwood, said the goal was 
"to refine and maintain brand 
integrity while putting in 
place the most streamlined 
operating organisation that 
would be motivated to cross- 
sell and enhance revenue 
while driving the cost of 
operations lower". 

He added that although each 
group will be run by separate 
management teams with sepa- 
rate chief executives, they 
would still share synergies in 
purchasing and marketing 
costa created by the scale of 
the overall organisation. 

Starwood’s two divisions 
will now be located in different 
parts of toe country, with Star- 
wood Hotels relocating to just 
outside New York, either in 


Westchester County, New 
York, state, or in Fairfield 
Comity, Connecticut The gam- 
ing group remains in Las 
Vegas. Functions to be consoli- 
dated include central reserva- 
tions systems, franchise 
operations, central sales 
offices, frequent guest pro- 
grammes, call centres, pur- 
chasing and payroll and bene- 
fits. 

A restructuring was thought 
likely after the company's 
acquisition campaign of the 
last two years, which has left 
it with an unwieldy collection 
of businesses. Before buying 
ITT, which included the Shera- 
ton chain and New York’s St 
Regis hotel as wall as a range 
of gaming operations. It had 
bought the Westin Hotels & 
Resorts group for 6780m. 

The hotels group will 
farlmle the St Regis and the 
Westin, Ciga, Sheraton and 
Four Points brands, along with 
several independent brands. 

The gaming group is centred 
on Caesars World, best known 
for its Las Vegas and Atlantic 
City operations and bought as 
part of the ITT acquisition. Its 
chief executive will be Peter 
Boynton, the exiting chief 
executive of Caesars World. 

Juergen Bartels, a 57-year- 
old who was chief executive of 
Westin before it was acquired 
by Starwood, will be chief 
executive of the hotels group. 

The market appeared to 
respond positively to the news, 
with shares in the company 
rising 6% to $63# by midday. 


Acheson costs ICI $560m 


By Andrew Edgacfffe-Jotasan 


ICI continued its move away 
from commodity chemicals 
and towards speciality materi- 
als yesterday with the $695m 
acquisition of Acheson, a 
Michigan-based electronic 
materials producer. 

The acquisition, which will 
cost ICI $560m after taking 
into account cash and liquid 
assets on the balance sheet is 
its second large purchase in a 

WP f^ jc. 

Last Thursday it spent 
£350m ($585m) on most of the 
European home improvement 
business of Williams, the for- 
mer conglomerate. 

Acheson will fit within the 
electronic and engineering 
materials businesses of 
National Starch and Chemical 
Company, which ICI acquired 
last year in its $2.5bn purchase 
of Unilever's speciality chemi- 
cals business. 

James A Kennedy, chairman 
and chief executive of National 


Starch, said toe deal would 
anXwni'c ICTs earnings imme- 
diately, hut ICI’s shares fell 
IBP to £10.22. 

Acheson made a 648m profit 
before interest and tax last 
year, on sales of 6139m. ft had 
net assets of 6218m. meaning 
that more than 6300m of the 
consideration is goodwilL 

Acheson, which was founded 
90 years ago by a friend of 
Thomas Edison, the inventor 
of toe hghtbulb, is number one 
or number two in all of its 
chosen markets. These Include 
coatings for cathode ray tubes, 
membrane touch switches for 
computers, and conductive 
coatingB for shielding in per- 
sonal computers and mobile 
telephones. 

National Starch, which has a 
range of adhesive «nd bonding 
technologies in subsidiaries 
such as Ablastick Laborato- 
ries, expects "significant" syn- 
ergy savings in raw materials 
purchasing, sales and 
technology. 


Both Acheson and ICTs 
equivalent companies have 
recorded double digit rales and 
growth and annual earnings 
growth of more than 20 per 
emit in each of tha past four 
years. 

Mr Kennedy said the deal 
was consistent with National 
Starch’s strategy of pnhnnHng 
its leading global position in 
high value electronic and engi- 
neering materials, 

ICI also announced the for- 
mation of a joint venture with 
BASF of Germany- to build a 
Chinese plant to manufacture 
MDI - a central component in 
manufacturing polyurethane 
foam and other polyurethanes. 

Neither group would release 
financial details of the 
investment in the plant before 
acceptance by their Chinese 
joint venture partners, who 
were not named in the 
announcement 
The plant will be able to pro- 
duce 160,000 tonnes - of MDI 
each year. 


S&H bought by UK group 


By Andrew Edgecflffe-Jobnson 


Jack Hutchings, who founded 
Fort Lauderdale-based S&H 
Fabricating & Engineering 25 
years ago, yesterday sold his 
company to TI Group of the 
UK for £2l2m ($350m). Mr 
Hutchings, who is registered 
blind, still owns 100 per cent of 
the private group, which Is the 
largest manufacturer of power- 
train fluid handling systems in 
the US. The deal also repre- 
sents the biggest acquisition 
by 17 since Mr BUI Laule took 
over as chief executive in 
October last year. 

S&H. which makes compo- 
nents for car air conditioning, 
oil cooling and power steering 
systems, has net assets of 
$65m. so the acquisition 


includes a large element of 
goodwill IT would not give 
further details of the group's 
profit or sales at this stage. 

The world market for power- 
train systems is worth about 
$1.6bn annually, of which TT 
previously bad just 4 per cent, 
compared to its 40 per cent 
share of the brake market and 
19 per cent share of fuel 
systems. S&H is believed to 
have about 40 per cent of the 
US market, or about 14 per 
cent of the world market 

IT said earlier this month 
that it had about £6Q0m to 
spend on acquisitions and was 
talking to a dozen companies. 

S&H is being bought by 
Bundy, TTs fluid carrying 
systems division, which 
already has brake and fuel 


system operations. 

Mr Laule said it was "an 
absolutely beautiful, natural, 
perfect fit" for Bundy and he 
saw significant opportunities 
to give S&H’s technology a 
wider distribution through 
Bundy's 95 facilities around 
the world. About 90 per cent of 
S&H*s sales are in the US. 

Mr Laule said: “Globalising 
this b usiness will not be diffi- 
cult at all for TT. Our custom- 
ers are encouraging consolida- 
tion among their 
supplier-base." 

TT is not expecting heavy 
restructuring costs, but sees 
potential synergies with its 
refrigeration business. Interest 
cover will improve from 16 
times to 18-19 times as a result 
of the deal. 
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THE BATTLE FOR ROLLS-ROYCE MOTOR CARS 


GERMAN CARMAKER SAYS THAT IT HAD BEEN PREPARED TO DEVELOP ITS OWN LUXURY ‘9 SERIES’ IF ITS BID HAD BEEN UNSUCCESSFUL 


THE BIDDING PROCESS 


BMW embarks on 
its route to the top 


By Haig Staunton, 

Motor tadosliy Correspondent 

Speaking 1 recently to auto 
motor + sport, the German 
motoring magazine, Wolf- 
gang Reitzle, BMW’s product 
development guru, said that 
if his company failed to buy 
Rolls-Royce, it would simply 
develop a “9 Series” to cap 
its current top of the range 7 
Series saloon models. 

After its successful bid, 
BMW may have found a 
cheaper and less risky route 
into the top echelon of the 
world car market than build- 
ing the hypothetical model 

But the coming years will 
require heavy investments 
by the German group to 
develop what it believes Is 
the full potential of the 
Rolls-Royce brand. 

Berad Pischetsrieder, 
BMW’s chairman, set out a 
potential way forward for 
the UK company at the 
Geneva motor show last 
month. 

It involved two unspecified 
new models which would 
raise output at the Crewe 
company to 6.000 cars a year 
and double employment to 
more than 5,000 over the 
next decade. Although Mr 
Pischetsrieder chose his 
words carefully, those pres- 
ent assumed Immediately 
the £lbn Investment 
required corresponded to 
what BMW expected to 
spend. 

Both schemes certainly fit 


in with Rolls-Royce's own 
long-term ambitions and 
BMW’s product strategy, 
even if the sums involved 
seems astronomical for the 
cash-starved UK company. 

With Rolls-Royce’s Silver 
Seraph, the replacement for 
its veteran saloon car mod- 
els, now in the market,' the 
priority is to develop new 
two door sports models to 
replace the Bentley Conti- 
nental and its variants. Cod- 
enamed “Bali", this scheme 
is advanced, but could stm 


an scheme for a new “medi- 
um-sized Bentley", costing 
about £100,000. probably 
involves a saloon as well as 
the coupe. 

That price would provide 
an almost seamless continu- 
ity from BMW’s existing 
models. Its top-of-tb e-range 
12-cylinder 750 model costs 
just over £75,000 in the UK. 
but could go higher with 
some extravagant options. 

BMW has been this way 
before. After pipping 
Mercedes-Benz to the post in 


BMW hopes to offer a range from the 
modest Mini made by its Rover 
subsidiary through its German 
products to the dizzy heights of 
Rolls-Royce's most expensive models 


be significantly swayed by 
BMW’s cash and expertise. 

Rolls-Royce’s second 
dream is to develop the 
Bentley Java, a sleek con- 
cept car unveiled to univer- 
sal praise at the 1994 Geneva 
motor show. In spite of the 
plaudits, the project never 
took off for lack of cash and 
uncertainty at the Vickers 
parent company about the 
market potentiaL 

The Java could be more 
than just <me car. The aver- 
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the negotiations to supply 
V8 and V12 engines for 
Rolls-Royce’s new saloons in 
late 1994, the German com- 
pany was also approached 
by Vickers to collaborate on 
developing the Java. 

On the face of it, partner- 
ship appeared ideal - BMW 
was already thinking about 
replacing its attractive but 
slow-selling 8 Series coupe, 
and Vickers felt more com- 
fortable in a risk-sharing 
venture. In the end, the proj- 
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ect failed because the two 
partners disagreed about 
what the new car should be. 
While Vickers envisaged a 
smaller, slightly cheaper 
incarnation of Bentley's 
image of luxury sports 
motoring, BMW seemed to 
be after a Ferrari-basher. 

In the three years that fol- 
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lowed, BMW honed its plans 
in the form of the Z07, a 
retro-sty Led two sea ter said 
to offer exhilarating perfor- 
mance to match Italy's exot- 
ica. But even a decision to 
build the Z07 would not nec- 
essarily undermine plans to 
revive the Java. 

The clean, modem looking 


Bentley would be a perfect 
foil for retro-sty led Z07. And 
the saloon version would 
allow BMW to push its prod- 
uct range from the modest 
Mini made by its Rover sub- 
sidiary through its German 
products to the dizzy heights 
of Rolls-Royce's most expen- 
sive models. 


VICKERS HAS AMBmONS TO EXPAND ITS DEFENCE SIDE BUT THIS WILL HAVE TO AWAfT DECISION ON. MULTI-ROLE ARMOURED VEHICLE _ 

Problem now is where to spend the cash 


Sir Colin Chandler, 
chairman and chief execu- 
tive of Vickers, was looking 
relaxed and happy yesterday 
after receiving a general 
thumbs-up from the City for 
the sale of Rolls-Royce Motor 
Cars for £340m, writes Roger 
Taylor. 

However, analysts warned 
that the company, which has 
come in for criticism from 
investors over recent 
months, SOU needed to-con= 
vinoe investors of its plans 
to reinvest the proceeds. 


Vickers has promised to 
return part of the sale pro- 
ceeds to shareholders, hut 
has declined to say how 
much. The issue will depend 
on how much it wants to 
keep to buDd up its defence 
and marine propulsion units . 

Vickers, which builds the 
Challenger tank, is known to 
have ambitions to expand its 
defence side after opening 
negotiations with GKN ear- 
lier this year to buy its 
armoured vehicles division. 

: However, any deal will 


probably have to await the 
decision on one of "Europe's 
largest defence procurement 
projects - the multi-role 
armoured vehicle (MRAV). 
Vickers and GKN are in 
competing consortia with 
GKN favourite to win. Put- 
ting a value on the business 
before a decision has been 
made will not be easy. 

Sir Colin said yesterday 
that he also planned - to 
invest in the- successful 
marine propulsion division. 
Analysts said that the other 


two divisions, Cosworth 
engines and turbine compo- 
nents, offered less scope for 
development 

The "company has been 
undo- pressure from share- 
holders over the past two 
years, as its shares have 
dropped from a high of 293p 
in 1996. After worse than 
expected results in Febru- 
ary. the shares dropped as 
low as 200p, leading to spec- 
-ulatibn that the company 
would he taken over and bro- 
ken. up. 


However, optimism about 
the progress of the 
Rolls-Royce auction has 
helped lift the share price, 
although it closed yesterday 
down 4p at 226'Ap. Analysts 
said this was roughly in line 
with sum-of-the-parts valua- 
tions. 

In its current form. Vick- 
ers now poses a quandary. 
Sir Colin argues that its vari- 
ous^ businesses - L ‘. are. . 'field ' 
t mnnff m ISfgl- - 
nee ring- skills; 'and benefit 
from purchasing synergies. 


“We have considered a 
.break-up but believe we can 
get better value managing 
the businesses ourselves.” 

Analysts: are sceptical of 
this argument But equally, 
it is difficult to see how the 
company could be improved 
from restructuring. Also, a 
demerger seems problematic, 
.as the defence side would be 
. toasmaH to stand alone. 
vffisteacL " investors will 
to see what 
. Vickers^fdoes with its 
"(i cash.'" • -r 


Angry losers 
left to lick 
their wounds 


By Roger Taylor and 

Graham Bowiey 

There Is anger and 
disappointment among the 
losing bidders for 
Rolls-Royce. Some feel they 
have been used as stalking 
horses by Vickers to drive 
up the price BMW had to 

pay- J 

They are unimpressed by 
the way the deal was tied up 
over the weekend, just days 
after the opening offers were 
submitted and before every- 
one bad bad tbnp to consider 
upping their offers. 

Volkswagen, the main 
challenger to BMW. yester- 
day refused to comment But 
the consortium of 
Rolls-Royce enthusiasts that 
had put in an offer were 
scathing in their criticism of 
Vickers. 

Sir Colin Chandler. Vick- 
ers chairman, Insist s there 
was a genuine auction and 
that every bidder was given 
full and fair consideration. 
But it is easy to understand 
why some have gone away 
with the feeling that the out- 
come was a foregone conclu- 
sion. 

BMW started off with two 
big advantages. Firstly, it 
supplies the engines for the 
new model from Rolls-Royce 
Motor Cars. Secondly, 
Rolls-Royce, the aero-engine 
manufacturer, which has 
certain rights over the use of 
the Rolls-Royce name and 
which potentially could have 
thrown a spanner in the 
whole process, said from the 
outset that it favoured a sale 
to BMW, with which it has a 
joint venture. 

Together, these gave BMW 
an apparently unassailable 
position. And this was pre- 
cisely why Vickers had to 
set up the auction. 

Sir Colin Chan dler said: 
“The important point was 
that BMW did understand 
that there were other credi- 
ble bidders.” 

When the process kicked 
off last year there was a 
flurry of interest from car 
companies eager to read the 
Information memorandum. 
Most ruled themselves out 
leaving the three big Ger- 
man carmakers - Volkswa- 


gen, Daimler Benz and BMW 

- as the leading contenders. 

Daimler Benz caused con- 
fusion by publicly ruling 
itself out of the auction 
while privately hacking the 
process. The mystery was 
solved when it emerged that 
they had been working on 

joint bid with Goldman 
Sachs the Investment bank. 
Analysts suggested it was 
anxious not to be seen pub- 
licly to lose the bidding war 
and did not want to under- 
mine confidence in its own 
programme to develop a lux- 
ury car. 

BMW said throughout it 
was interested but main- 
tained that it was not pre- 
pared to bid high. Rumours 
PTrwniiting from some parts 
of the company suggested it 
would not pay more than 
£250m. 

Volkswagen was more 
upfront. It announced inter- 
est late last year, at a time 
when its shares wee under 
pressure because of the 
Asian economic turmoil and 
a controversial plan to raise 
new capital. 

In March, a high-profile 
visit to Rolls-Royce by Ferd- 
inand Piech. VW's chief 
executive and Gerhard 
Schroder, prime minister of 
Lower Saxony, VW’s biggest 
shareholder, showed how 
serious they were and led 
the German press to suggest 
they had already bought the 
company. 

Vickers were careful to 
add to the short-list alterna- 
tives to the German car- 
makers. Doughty Hanson, a 
venture capital group, was 
considered, as was a consor- 
tium of Rolls-Royce enthusi- 
asts. 

By the end of last week 
initial bids were in and it 
was clear to BMW that if 
they did not come up with a 
decent offer, Vickers had 
other options. It decided to 
strike fast. 

Sir Colin readily admits 
that a sale to BMW was 
always going to be the most 
logical outcome. So when 
this weekend it upped its 
offer , and gave Vickers a 
deadline for a decision, there 
was no point hanging 
around- 
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Ferdhand PfBctu has bean saM Bemd Pischetsrieder: an 
to have ‘petrol in his Mootf enthusiast by incSnatkxi 


VW boss 
had been 
on a roll 

ByGraham Bowiey 

Until losing oat on 
Rolls-Royce, Ferdinand 
Piech, the 60-year-old 
chairman of Volkswagen, 
was on a rolL " ■ 

The prickly, no-nonsense 
chief of Range’s biggest 
carmaker, has overseen an 
impressive tomroimd since 
he took over in 1993. 

A scion of the Porsche 
family - hie grandfather 
was Ferdinand Porsche who 
developed the VW Beefie ■ 
car - Mr Piech was bora in 
Vienna and graduated in 
1962 from the Swiss 
Technical University In 
Zttrich. 

In 1963 he joined Porsche 
in engine testing, but 
switched to Audi in 1972 
helping develop the Audi 
Quattro. He was appoi n t e d 
Audi chief executive in 1988 
and joined VW's 
management board in 1993. 

Inheriting a lossmaking 
concern, he introduced more 
efficient Japanese-style 
working practices, 
ruthlessly cut costs and 
motivated the workforce. 

A man with an almost 
unparalleled knowledge of 
the car industry - a German 
newspaper once said he had 
pehnol in his blood - the 
group now turns out 
exciting, well eng ine ered 
cars. 

All four of the VW group’s 
brands - VW, Audi, Skoda 
and Seat - are prospering. 


Man with . ; 
a driving 
ambition 

By John Griffiths, 

No one can -accuse "Bemd . 
Pischetsrieder, BMW .V.. 
chairman, of regarding 
Rolls-Royce Motor Cars as > 
jnsta building blocking 
BMW’s construction of a 
global automotive business. . 

Mr Pischetsrieder, a : 
25-year veteran of the - - 
Bavarian carmaker, is an . 
engineer by training and an 
enthusiast by inclination..-. - 
one of his most prized 
possessions is a Rolls-Royce .. 
Phantom n more than R& - 
years old." ; : 

At 50, theurbane Mr - 
Pischetsrieder projects an 
image of suave 
conservatism. 

But looks deceive. Given 
half a chance, “taking the 
wheel" means rather more 
to him than steering 
boardroom policy. 

Daring his long career at 
Munich more than one 
crunched car has testified to 
his enthusiasm - none more 
so than £630,000 worth of 
BMW-engined McLaren FI 
“superear” he took for a 
spin into a ditch three years 
ago. 

Those fearing a more 
technological approach to 
future RoDs-Royoes and 
Bentleys may take comfort 
from his assertion that 
enthusiasm and emotion 
will loom large. 60s 
enthusiasm has shown up 
also in a determination to 
regenerate the Mini 




JQrgen Sc hr empp: known a* 
something of a ma veric k 


successful 

manager 

By Graham Bowiey 


The cigarette-smoking 
Jttrgen Schrempp has held 
the top job in .German 
i Indhsiry since 1995. As chief 
executive of Daimler-Benz, 
he. has won a reputation as 
Germany^sjnost aggressive 
manager, and. one of its 
most sucdessfuL 

A burly, direct man, he 
has hot shied away from 
radical action at Daimler. 

Aa ritairmait, he has wvwj 
joteand sold lossmaking 
divisions... 

. 1 Since beating his arch 
rival Helmut Werner, then 
bead of Daimler’s Mercedes 
car unit, to the top job at 
Daunto, Mr Schrempp has 
reorganised the company, 
bringing Mercedesxuore 
closely under Us control. 

He has made it more 
international, listing its 
shares in New York and 
opening it up to investors* 
scrutiny by adopting US 
accounting standards. 

Bora in Freiburg in 
south-western Germany fn 
1944, he started work as a 
motor mechanic at the local 
Mercedes branch. 

He went batik to 
university, gained a degree 
to engineering and returned 
to Daimler in 1967, working 
his way up the corporate 
ladder. 

Mr Schrempp was never . 
part of Germany’s c orpor a t e 
elite and is known as 
something of a maverick. 


DETERMINATION TO ENTER TOP CLASS 

VW saw Rolls 
as best way 
to move up 


By Mnu Bowiey 

The plan for the People's Car 
to acquire what has been the 
Car of Rtng s — and s heikhs 
and pop stars - may have 
been doomed from the start 

However, Ferdinand Piech, 
Volkswagen’s fiery chief, 
was adamant last week that 
acquiring Rolls-Royce Motor 
Cars was the best way for 
Europe’s biggest carmaker 
to move into the top 
end of the luxury car 
market. 

Having successfully 
turned around VW and its 
other brands, Audi, Skoda 
and Seat, the ambitious Mr 
Piech now wanted to move 
up. “It took'DMl^bn (£49Gm) 
and 15 years to get Audi 
where it is now. We think 
this can be done [with lux- 
ury cars via Rolls Royce] In 
a shorter amount of time but 
not with lower costs.” he 
said. 

Robert Bfichelhofer, 
Pitch's lieutenant, added: 
“We believe that we will be 
able to make a lot more 
headway to the top segment 
by doing it this way.” So yes- 
terday's decision by Vickers 
is a blow to VW’s aspira- 
tions. * 

Bat Mr Piech was 1 equally 
determined that VW would 
enter the top-class segment, 
even if the bid for 
Rolls-Royce was unsuccess- 
ful. “Independent from the 
Rolls-Royce bid, we might 
get two to three top 
of the range models,” he 
said. 

VW was saying nothing 
yesterday, but the assump- 
tion is that this strah&y stm 
holds. 

One idea Mr Piech raised 
was the resurrection of old, 
dormant brands as the basis 
for a novel luxury marque. 
VW o fficials were vague, but 
the possibilities could 
include Horcfa, the brand 
controlled by Audi, as well 
as an unspecified “Italian” 
marque. 

The Rolls episode has at 
least cast in a better light 


VW’s controversial and mis- 
managed capital increase 
launched last autumn, and 
initially worth DM6bn but 
later scaled back. 

Investors were unhappy 
that VW had given little rea- 
son for wanting to raise so 
much money, and its share 
price came under intense 
pressure. 

When it first revealed its 
interest in Rolls-Royce in 
November, sceptics inter- 
preted this as an ex post 
attempt to appease share- 


The Rolls episode 
has at least cast in 
a better light VW’s 
controversial and 
mismanaged 
capital increase 
launched last 
autumn, and 
initially worth 
DMGbn but later 
scaled back 


holders. But its decision to 
take part in the auction may 
have Improved the situation. 

As for Daimler-Benz, the 
Stuttgart-based company 
insists the strategy for ^ 
Mercedes-Benz car division 
remains unchanged bv 
BMW’s victory, 

J^ en Schrempp, the 
enief executive, has said he 
wants instead to develop his 
own luxury car model to 
take on Rolls-Royce. He has 
resurrected an old Mercedes 
brand, the Maybach, and 
wdl decide whether or not to 
go ahead with full produc 
tion within the next three 
months. 
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TELECOMS ANALYSTS REMAIN UPBEAT 


Bezeq falls 

Shk223m 

into the red 


B* Judy Dempsey [n Jentsaiem 

Bezeq, Israel’s 

state-controlled telecommu- 
nications company, yester- 
day reported a net loss of 
S hR2 2 3 m (sezm) for 1997 
compared with a Shk712m 
profit in 1996. 

The company blamed com- 
petition in international tele- 
phone calls, heavy restruct- 
uring costs and an 
investment write-off. Earn- 
ings per share felt from 
ShkQ.97 to ShkO^Q. 

Revenues in international 
calls fell from in 

1996 to Shkl.47hn last year. 
Total revenues, however, 
slipped only 1.6 per cent, 
from Shk&aebn to Sbk8.72bn 
as Bezeq continued to enjoy 
market dominance in the 
cellular phone sector. Reve- 
nues In this sector rose from 
Shki.4fibn to Shk2.16bn. 

Profits were also hit by a 
one-off Sbklbn provision for 
restructuring and early 
retirement of 20 per cent of 
its 9,000 employees. It wrote 
off Shk79m on an investment 
in an Indian cellular project. 

In spite of heavy losses, 
analysts believe Bezeq will 
return to profitability in the 
long term, provided it con- 
tinues restructuring. 


"It is still a cash cow," 
said Han Doran, analyst at 
Solid-ISG Capital. Net cash 
flow generated by operating 
activities, for example, rose 
from Shk2.47bn to Sbk3.1bn. 

The frill in profits fra* 
encouraged management to 
speed up Bezeq’s privatisa- 
tion. The Israeli telecoms 
market, one of the last 
monopolies, is due to be 
opened np in 1999. 

Izzy Tapoohi, chairman, 
yesterday said the company 
had to become more efficient 
as the sector opened to com- 
petition. 

He called on the govern- 
ment to reduce its holding to 
below 50 per cent “as an 
essential requirement for 
Bezeq’s operations in a com- 
petitive market". 

The government has 54 per 
cent of Bezeq, and Cable and 
Wireless, the UK telecoms 
company, holds 10.2 per cent 
with an option to lift its 
stake to 20 per cent Merrill 
Lynch, the US investment 
bank, holds 12.5 per cent 
with the right to sell back 10 
per cent of those shares if it 
cannot place them on the 
market 

The remainder are held by 
the public or institutional 
Investors. 


Koor net hit by 
telecoms revamp 


By Judy Dempsey In Jerusalem 

Koor Industries, Israel’s 
largest industrial bolding 
company, suffered a 23.4 per 
cent fall in net income for 
1997 following a shake-up in 
the t elecomm unications sec- 
tor decline in the con- 
struction industry. In the 
fourth quarter, net income 
fell more than 65 per cent 

The poor results were 
announced just weeks after 
Claridge Israel, owned by 
Charles Bronfinan of Can- 
ada, appointed Jonathan 
Kolber as chief executive, 
replacing Benjamin Gaon. 
Mr Bronfman took control of 
Koor. through Claridge 
Israel, last year. Mr Kolber 
has made clear be will try to 
boost exports and focus 
more on telecoms, electron- 
ics and chemicals, hiving off 
subsidiaries not comple- 
menting the core divisions. 

Net income declined to 
6138m, from 51 77 An in 1996, 
with earning s per share fall- 
ing to $1.80 from $&35. Sales 
edged 2.8 per cent higher. 


Hapoalim shows 
record income 


By ftvi MachOs bi Tel Aviv 


Bank Hapoalim. Israel’s 
biggest bank, said yesterday 
net income climbed nearly 
21 per cent to a record level 
last year, because of a sharp 
drop in doubtful debt provi- 
sions an increase in fin- 
ancing and operating 
income. 

Net income increased from 
$245m in 1996 to $296m last 
year. Profits from financing 
activities, before doubtful 
debt provisions, climbed 
nearly 2 per cent from 
$2.03bn to fLOGbD over the 
same period. 

Doubtful debt provisions 
dropped 36 per cent from 
$32Qm to $204m. Operating 
and other income rose 5 per 
cent from 5691m in 1996 .to 
$723m in 1997, while return 
on equity advanced from ll 
per cent In 1996 to 12I> per 
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US* 75,000,000 
Subordinated Boating rate 
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for the interest period 31 March 
1998 to 30 September 1998 the 
notes wiH carry an interest rale 
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Pro Sieben prepares for a channel hop 

German TV chief Georg Koftef is keen on acquisition, writes Frederick StQdemann 

G eorg Kofler Is enjoying In 1997, pfe-tax <**+^**8 * at Mr Kofler 'believes ten- assume a deal will be mat 
his rote as 'pioneer. The Pro 7 rose 49 per cent to sions between shareholders At SAT-l> one abard h ri ld 
chairman of Pro Steben. DMaifbn fS178m\ on sales of at some networks will soon the publishing group Hoi 


G eorg Kofler is enjoying 
bis rote as pioneer. The 
chairman of Pro Steben, 
the German media group 
floated on the Frankfurt 
stock market last year, cred- 
its his company with haring 
brought more commercial 
focus to Europe’s biggest 
television industry. 

"Going to the market was 
not just an education for us, 
but also for all the other 
television operators. Every- 
one now th fp fr fl more about 
returns." 

The result, Mr Kofler says, 
will be a speeding up of con- 
solidation within the Ger- 
man commercial television 
market, as unprofitable net- 
works are taken over or 
closed down. The "unprofita- 
ble” label now applies to 
most of the commercial tele- 
vision sector - out Of 15 
national channels, only two 
are profitable. 

Pxt> Sieben’ 3 flagship chan- 
nel, Pro 7, is one of the prof- 
itable networks. The other is 
RTL, a subsidiary of CLT- 
Ufa, Europe’s biggest broad- 
casting company. 


In 1997, pfc-tax earnings at 
Pro 7 rose 49 per cent to 
DM3l6m (5178m) on sates of 
DMLfibn. Pretax: profits for 
the whole Pro Seben gro u p, 
which alongside Pro 7 
includes a gmaH, loss-mak- 
ing channel. Kabel 1, and 
multimedia merchandis- 
ing businesses, 43 

per cent to DM254m. 

Mr Kofler makes no secret 
of his gmhiHnn to use his 
position of strength to 
acquire another channel, but 
he Is coy about naming a 
candidate. He denies 
rumours that Pro Sieben 
would buy SAT-1, the second 
biggest network. 

The two companies are 
linked. Thomas Kirch, son of 
the founder and owner of the 

film fwii broad- 

casting group Kirch, holds 
the majority of Pro Sieben’s 
voting stock, while his 
father’s company is the larg- 
est shareholder in SAT L Mr 
Kofler also refiaes to com- 
ment on whether be is 
up N-Tv, a new channel in 
which Time Warner of the 
US has a stake. 


Mr Kofler .believes ten- 
sions between shareholders 
at some networks will soon 
lead to a raoBganteatton of 
ownership structures. CLT- 
Ufa. for Instance, is keen to 
create a “broadcasting fam- 
ily” through fixe integration 
of the small Sapor RTL and 
RTL 2 networks into the 
xnatn RTL group. 

While CLT-Ufa wholly 
owns RTU i* shares the 

ftmnTW I'lm w i wk with Other 
wnmpmiiw ftyUnMytg Disney 
of the US and Bauer, the 
German publisher. 

A broadcasting family, 
wWXnr to PtO SlBbeXi’S tWO- 
channel strategy, could save 
costs as programming ia 
planned across the family, 
thereby making better use of 
the back-list, fix addition 
advertisers could be offered 
paMr«gi»a spanning several 
networks. 

Although negotiations 
have so far been inconclu- 
sive, because Disney and 
other shareholders are 
apparently unhappy with 
the terms offered by CLT- 
Ufa. industry observers still 


Ueves ten- assume a deal will be made, 
hareholdws At SAT-l, one shareholder, 
a will soon the pnhhdting group Hottz- 
mtqaffrwi of brinck, w ant s to a<*n Us 15 
tores. CLT- per cent stake. Its preferred 
, is keen to buyer is Kirch, which 
asking fare- already owns 43 per emt of 
integration SAT 1, but this may be 
er RTL and blocked by the cartel office. 
s into the It has also been opposed by 

Aid Springer, the newspa- 
fa wholly pm- group- which owns 40 
shares th e per f*»t of the television 
; with other channel “We are firing in a 
ling Disney period of radical change.” 
Bauer, the says Mr Kofler. "bull expect 
r. that by the end of this year 

ng family, there win be greater clarity 
Leben’s two- in fixe market” 

, could save 

awmfap ia m notber significant 
the family, /\ change will be the 
letter use of /Vraductian of programme 

n addition inqrMHm costs. “The Ger- 
l be offered man n etwo r ks are now more 
Lag several rational in their purchasing. 

The situation in the past, 
igotiations when sdUy prices were paid 
n fncooclu- in Hollywood, was partly 
Maney due to all these new net- 
ilders are works starting up and need- 
appy with tag content to grab market 
id by CLT- share, and partly due to the 
servers still rivalry between RTL and 



Osorp Koflan coy on namhie acquUdon candMsta 


SAT X,” say® Mr Kofler of 
past bidding wars between 
CLT-Ufa and Kirch. 

Content prices are highly 
significant for Tro Sieben 
because they account for the 
majority of its costs. The 
company has a secure sup- 
ply of programming, partly 
because of its links with 
Kirch, Europe’s biggest film 
and television distributor. 


But with many existing 
contracts due to expire in 
the next two years, Pro Sfe- 
ben will have to negotiate 
new deals, and analysts 
think this could be a source 
of cost increases. This will 
be a cause for concern, espe- 
cially as growth in advertis- 
ing spending is forecast to 
slow down following years of 
double-digit increases. 


from $3A6bn to $3^6bn. 

This was partly due to 
lower sales by subsidiaries 
Telrad and Tadiran Telecom- 
munications to Bezeq, the 
state-controlled telecommu- 
nications company. The 
units’ sales to Bezeq fell 48 
per cent, from ShkLSbn to 
Shk744J2m (5207m). 

The slump in Israel’s con- 
struction industry also 
affected Root’s net income, 
with its construction divi- 
sion reporting a 15J5 per cent 
decline in sales to ShkL78bn. 
Building starts in the sector 
fell 31 per cent during the 
last quarter compared with 
the same quarter in 1996. 

The weakness in the 
domestic market was offset 
by an increase in exports, 
which rose from 35 pa- cent 
of total revenues to 42 per 
cent in 1997. 

Growth was driven by 
Makhteshim-Agan, the 
c harm cal division, which is 
OTpqnriing into Latin Amer- 
ica and Spain. The division’s 
sales jumped 21 per cent, 
from ShkL9bn to Shk2.7bn. 


cent in 1997. Hapoalim said 
banking income increased 
despite a slowdown in the 
Israeli economy last year. 

Amiram Sxvan, chief exec- 
utive, said doubtful debt pro- 
visions fell as a result of a 
more cautious credit policy. 

He added that Hapoalim 
was capable of competing 
with foreign banks, which 
are expected to increase 
activity in Israel as a result 
of tbe foreign exchange lib- 
eralisation planned for this 
May- 

Last year, the Israeli gov- 
ernment sold a 48 per cant 
stake In Bank Hapoalim to a 
group of investors beaded by 
Ted Arison, the US-Israeli 
billionaire. 

The state still holds a 29 
per cent stake, while another 
28 per cent is' freely floated 
on the Tel Aviv Stock 
Exchange. 


Our international growth is reflected 
in our earnings per share. 



• ll./’' m- i r-asc- in < .ii nine)-- pet -.luuo « Strong intern. tl-on.il growth in the energy sector 
• More th.in 30.000 ni'gawnlts of '•loctiicily and 100 billion culm; metres of gas supplied worldwide 


The 1 997 results are further proof of the success of TVactebel's strategy of internationalisation in the electricity and gas sector, and Its 
value to the shareholder. The International trend towards privatisation favours the emergence of a few major global players. Tractebel 
- with expertise in both electricity and natural gas, plus a proven record in international tenders - is undoubtedly one of these. And with 
more strong growth in prospect, we’re generating a better future for customers and shareholders alike. Energy and services for the world. 


B nan ot d perttan ae nce H»now r >— i Nat mutt TBL. 1 * Sun Vn>« Earning* par ahm 1 warn Net Dividend 


- 1090 restated 2 

330.4 

15.1 

17SA* 

77* 

Change tn 07-S6 restated 1 . 

+13.1596 

+&4M 

+11.796 

+4 ML 


Tractebel 


'Anar depredation Of conaoftdsUon Boodwffl * ftpum nutated matnty to taka account of the absorption of Powarfln by IVactabel 

* Figures restated to take acoount of the 5 to 1 stive spilt In May 1997 • 

For a copy of the Annual Report, available in May, please contact: Cotnmuoicutau Dept-, CT.1J, Tractebel, place du Ttdoe 1, 8-1000 Brussels, Belgium. Tel: +32 2 510 71 11 . 

. Fax: *32 2 510 73 88. E-Mail tafbWmtctebd.be Internet: http^’/Vww.nactebeLeotn 
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NEWS DIGEST 


TELEVISION 


Delloye named as 
CME chief executive 

Michel DeUoya, who resigned two years ago as chief executive of 
CLT, the international mecfia group, has been appointed chief 
executive of Central European Media Enterprises (CME), the load- 
ing private commercial television group In central and east 
Europe. The appointment marls the return tit Mr Delioye to the 
senior echelons of the European television Industry after Ns 
departure from CLT during its merger with Ufa, the television divi- 
sion of Germany's Bertelsmann. He resigned In mld-1996 In pro- 
test at the proposed CLT-Ufa management stricture. 

Mr Defloya replaces Leonard Fertfg, who has led the rapid 
development of CME Into the biggest private commercial televi- 
sion broadcaster in central and east Europe. 

CME Is listed on Nasdaq in New York and Is controlled by 
Ronald Lauder, one of the heirs to the Estee Lauder cosmetics 
fortune. Despite earning strong profits in the Czech Republic from 
TV Nova, the overall CME group continues to run up heavy 
losses, with several of Its stations still at the early stage of devel- 
opment. Kevin Done 

BOTTLING 


Pripps in deal with PepsiCo 

Pripps Ringnes, the beverages subsidiary of Orkla, the Norwegian 
conglomerate, yesterday said It had signed a production and dis- 
tribution deal with PepsiCo of the US. 

The 20-year bottling and licensing agreement, covering most of 
Norway, follows a similar deal with PepsiCo last year covering 
Sweden. It comes 18 months after the collapse of a long-stand- 
ing collaboration between Pripps Ringnes and Coca-Cola. 

The Norwegian company said it would take responsibility for 
about 70 per cant of PepsiCo's annual sales in Norway, adding 
that it expected to take outrtjfrit control as agreements with other 
bottlers expired. Orkla's most commmonly traded A shares rose 
NKr23 to N 10802, although no financial details were dbdosed. 
Tim Burt, Stockholm 


GOLD MINING 


Anglogold share ratios revised 

Anglogold, the new holding company for Anglo American’s gold 
interests and the world's biggest gold mining group, has 
omounced an increase in the number of Its shares to be received 
by shareholders of three companies - Eastvaal, Elandsrand and 
Western Deep Levels - when they are Incorporated Into Anglo- 
gold. 

The upward revisions follow a review by Independent financial 
advisers of the preliminary ratios announced last November. East- 
vaal shareholders will now receive 2.3 Anglogold shares per 100 
shares, instead of 2.13. For Elandsrand die figure rises to 8.5 
from 6.56, and for Western P oops to 53 from 47.35. Ratios for 
other mines are unchanged. 

Anglogold began trading in Johannesburg yesterday under Its 
own name, having used Vaal Reefs as the Bsted company to 
bring together Anglo American's gold mines Into a more focused 
group. The shares rose 6 per cent from R201 to R214 yesterday, 
mainly because of a weaker rand and a steady gold price. 

Anglogold has emphasised It will be managed independently of 
Anglo American, which wlH own just over half of the shares. 

Victor Mallet, Johannesburg 


BANKING 

Commerzbank posts 10% rise 

Commerzbank, the German bank, said It raised net profits last 
year by 10 per cent to DM1 -34bn ($735m). This is sflgtitiy less 
than the preliminary figure of DM1.35bn armouiced In early Feb- 
ruary, when the bank also said it was making nearly DM1 bn of 
provisions to cover Asian risks. Commerzbank also confirmed it 
Intended to lift the dividend pay-out from DM1.35 to DM1.50 a 
stare. The bank win present its full 1997 results tomorrow. 
Andrew Fisher, Frankfurt 


TELECOMMUNICATIONS 


RWE eyes eastern Europe 

RWE, the Essen-baaed electricity and industrial conglomerate, 
said yesterday It was planning to expand its telecommunications 
activities into eastern Europe, where it has significant energy 
Interests. The group said it was looking for partners to join it In a 
fixed network telecoms venture in Hungary. RWE also has a 40 
per cent share In AliataL a joint telecoms venture in the Czech 
Republic. The group said it was looking Initially to build data and 
corporate networks, but wanted eventually to take advantage of 
telecoms liberalisation in the two countries. Ralph Atkins, Bonn 


AIRLINES SIX-MEMBER QUAUFLYER GROUP WILL OPERATE ABOUT 15,000 FUGHTS A WEEK TO 294 DESTINATIONS 


Swissair in new European air alliance 


By WiHiam Hal! in Zorich 


Swissair, Switzerland's 
flag ship airline, has teamed 
up with Belgium's Sabena, 
Austrian Airlines, TAP Air 
Portugal, Turkish Airlines 
and AOM of France, to form 
a new European alliance 
that will carry almost 50m 
passengers a year and gener- 
ate revenues of $Ubn. 

Philippe Bruggisser, chief 
executive of SAirGroup, 
Swissair's parent, 
announced the formation of 


the alliance, to be known as 
the Qualifier Group, at his 
annual results press confer- 
ence yesterday. 

SAirGroup announced its 

return to profit at the end of 
February, but yesterday 
detailed figures revealed its 
core airline business, which 
accounts for more than half 
of group revenues, made an 
Operating profit of SFrl99m 
($133m) - its first profit 
since 1981. 

Swissair carried more t-han 
twice as many passengers as 


the entire Swiss population 
in 1997 and sees strategic 
alliances as the only way to 
expand outside its home 
market 

Qualifier Group will oper- 
ate more than 15X00 flights a 
week to 2S4 destinations. 

Mr Brugglsser said that 
when Swissair started its 
Atlantic Excellence alliance 
10 years ago with Delta Air 
Lines of the US. more than 
half of transatlantic flights 
were by non-alliance air- 
lines. Tdday that proportion 


is down to 30 per cent. 

Swissair said each airline 
would retain its own iden- 
tity, but the new alliance 
would involve synergies in 
areas such as cargo. In-flight 
catering, information tech- 
nology, aircraft maintenance 
and duty free sales. 

The Qualiflyer group 
would seek other European 
partners, but would not 
include Delta because that 
would require US antitrust 
immunity. 

The recovery in S Air- 


Group's airline business con- 
trasted with a disappointing 
performance by SAirRela- 
tions, the group's non-airline 
business which has until 
now been its biggest profit 
contributor. 

SAirRelatjons revenues 
grew 40 per cent to SFr3/7bn 
but earning s before interest 
and tax rose only SFrfim to 
SFrlSlm The main problem 
area was at Nuance Global 
Traders, the world’s second 
biggest duty free retailer. 

The 1996 acquisition of AH- 


dere, the UK duty free chain, 
has proved less successful 
than planned and the south- 
east Aslan crisis has led toft 
sharp drop in business m 
Asia and Australia. 

Mr Brugglsser said the air- 
line industry was at the top 
of the cycle and his group 
needed to prepare for tbe 
next less positive turn in the 
cycle. 

S Air Relations aims to 
raise return on capital 
employed from 18.4 per cent 
to 15 per cent. 


Midi Television wins 
South Africa licence 


By Victor Mallet 
in Johamiestnrg 


Midi Television, a 
consortium 80 per cent 
owned by black South Afri- 
can investors and 20 per cent 
by Time Warner of the US, 
has won an eight-year 
licence to run South Africa's 
first privately owned terres- 
trial television channel. 

The Independent Broad- 
casting Authority 
announced yesterday that 
Midi had defeated its six 
rival bidders after nearly 
two months of public hear- 
ings. "The new service is 
bound to have a profound 
impact on audiences, adver- 
tisers and competitors," said 
Felleng Sekha of the 1BA. 

Midi had been the favour- 
ite to win because of its com- 
mitment to "black empower- 
ment” and to high-quality 


local progr amming, as well 
as the experience of its man- 
agers. The three existing ter- 
restrial channels are owned 
by the state-controlled South 
African Broadcasting Corpo- 
ration. Midi will also he com- 
peting with M-Net. the 
pay-TV company. 

"We put up a believable 
business plan," said Jona- 
than Procter, managing 
director. "We didn’t try to 
impress the 1BA by promis- 
ing thousands of hours of 
local progr amming of low 
quality.” 

Midi is scheduled to 
launch its channel, called 
e.tv, on October l. and says 
its transmissions win reach 
75 per cent of South Africans 
within two years. It expects 
to invest R450m ($90. 4m). 

Time Warner, whose 20 
per cent shareholding Is the 
maximum allowed under 


South Africa’s rules, will 
make available Its library to 
the new c hann el, distribute 
South African productions 
' overseas, and help train Midi 
staff. Its CNN news channel 
is likely to assist in estab- 
lishing Midi's news pro- 
grammes. 

"We will make sure that 
they transfer their skills to 
our peqple in South Africa 
and empower our people,” 
said Nomazizi Mtshotshisa, 
chairwoman of the consor- 
tium. 

"Our news win also reflect 
the reality that South Africa 
Is a part of Africa, not a col- 
ony of the northern hemi- 
sphere.” 

Most of the defeated bid- 
ders fielded a similar combi- 
nation of black investors 
and foreign partners. Among 
the losers were companies 
from the UK, France, Swe- 



Wamer wfl make Its Bbrary, which includes characters such ■. 
Bugs Bunny, available to the new charms! 


den, Australia and Canada. 

Midi's South African own- 
ers include Hosken Consoli- 
dated Investments, con- 
trolled by trade unions in 
the mining and textile indus- 
tries; Vula Communications, 


which brings together black 
businesses, other trade 
unions and community 
organisations; and a range of 
smaller investors represent- 
ing the disabled, young 
people, and other in t e rests. 


Discrepancy found at 
Santander’s Brazil buy 


By David Write in Madrid and 
Geoff Dyer h Sao Paulo 


An alleged embezzlement at 
a Brazilian bank being 
bought by the Santander 
group of Spain has cost the 
previous owners $242m, It 
emerged yesterday. 

The alleged fraud was 
uncovered at the Cayman 
Islands offshoot of Banco 
Noroeste by Santander's 
internal auditors, working 
with Brazilian auditors, 
and Is understood to impli- 
cate one or more man- 
agers of a private banking 
fund. 

The question of any possi- 
ble criminal charges is 
believed to be still under 
consideration. The case is 
understood to have come to 
light about five weeks ago. 

Santander would not com- 
ment on the details of the 
fraud, except to say that 
g242m was being set aside by 
the former owners as an 
extra provision as a result of 
"due diligence” procedures. 

These were carried out fol- 
lowing an initial agreement 
to take control of the S£o 
Paulo-based bank in August 
last year. 


The cost of covering the 
extra charge amounts to 
almost half the $500m agreed 
as payment by another San- 
tander affiliate for a 
controlling stake of just over 
50 per cent in Banco 
Noroeste. 

In addition, it Is under- 
stood that the former share- 
holders agreed to put up a 
further $120m temporary 
provision for a period of a 
year, in case any additional 
discrepancies should emerge 
at the bank. 

Santander annoimead yes- 
terday that the acquisition 
had been completed with 
authorisation from the Bra- 
zilian central bank. 

The purchase was made 
through Banco Gera] do 
Comerdo, a regional Brazil- 
ian bank in which Santander 
earlier bought a controlling 
stake. 

The holding in Banco 
Noroeste was bought from 
the Shnonsen and Cochrane 
families, who founded the 
bank about 70 years ago. 

The embezzlement case 
comes as an embarrassment 
for Santander, in a deal 
which was billed as complet- 
ing its array of subsidiary 


banks in Latin America, 
where it has Invested some 
$3bn since 1995. 

However, it emphasised 
yesterday that Banco 
Noroeste now had “a dean 
bill of health from the Brazil- 
ian authorities". 

It said the discrepancy had 
been spotted in time, and 
added: "As a result, there Is 
no additional cost to San- 
tander." 

The Spanish parent group 
has spent $329m establishing 
its foothold in Brazil. Banco 
Geral do Comfercio and 
Banco Noroeste are due to’ 
be merged. 

• Endesa, the Spanish 
power group due to undergo 
farther privatisation before 
the summer, reported fiat 
earnings last year due to 
lowered tariffs and one-off 
depreciation costs, writes 
Tom Burns In Madrid. 

The group lifted its 1997 
attributable net profit by l 
per cent to Ptal.66.7bn 
(Jl.lbn) after putting aside 
Pta273.7bn in provisions to 
meet new accounting rules 
imposed on domestic power 
groups as part of the deregu- 
lation of the electricity 
sector. 


Groups eye euro 
printing market 


By Peter Marsh 


De La Rue of the UK and 
Germany-based Giesecke & 
Devrient, the world's biggest 
private-sector banknote sup- 
pliers, are lobbying to print 
a bigger share of Europe’s 
new euro notes. 

At present about 90 per 
cent of banknotes in the 
European Union are printed 
by the state, effectively 
freezing the two private-sec- 
tor companies out of a poten- 
tially lucrative market 

De La Rue and G&D say 
that, with flexible working 
methods and new technolo- 
gies, they could be more effi- 
cient than many of the 13 
state-controlled printers 
fined up to print the lion’s 
share of the new euro notes. 
They argue they could save 
European taxpayers tens of 
millions of pounds. 

The two companies have 
been putting their views to 
the Frankfurt-based Euro- 
pean Monetary Institute, the 
forerunner of the new Euro- 
pean Central Bank, which 
will supervise monetary pol- 
icy and banknote printing 
when economic and mone- 
tary union starts in January. 


Although no decisions on 
printing euro notes win be 
taken nntil after the ECB is 
set up later this year, observ- 
ers think it unlikely that the 
bank will alter existing 
arrangements in which 
banknote printing is 
left mainly to the public 
sector. 

Both De La Rue and G&D 
believe they would be better 
placed than many state-con- 
trolled printing organisa- 
tions - which are used to 
producing money only for a 
specific country - to exploit 
economies of scale to make 
euro banknotes for the 
whole of Europe. 

Manfred Beck, head of the 
banknote division at G&D, 
said: "I think we [the private 
sector] could do the printing 
better and cheaper than 
leaving it all to the public 
sector." 

Forecasts of savings are 
difficult until the final 
de si g n and security aspects 
of the new notes are decided 
later this year, but the 
companies aim to cut the 
estimated £200m-a-year 
(5337m) euro-printing costs 
after 2002 by 5-10 per 
cent 


Aker 
poised to 
float 10 
shipyards 

By Tim Burt is Stockholm 


Aker RGI. the Norwegian 
industrial holding company, 
yesterday announced the 
partial demerger of its ship- 
building interests ahead of a 
possible flotation of 10 yards 
in Germany, Finland and 
Norway. 

The company said it was 
setting up a new shipyard 
group, to be called Aker 
Yards, in conjunction with 
Aker Maritime, its 73 per 
cent-owned offshore engi- 
neering business. 

Aker Yards will inherit an 
order book for 45 vessels, 
worth NKrl4bn ($L9bn), and 
a combined workforce of 
4.000. 

Otto Soberg, who was yes- 
terday named chief execu- 
tive of the new group, said it 
would review all yards to 
maximise cost synergies. 

The study is expected to 
concentrate on the busi- 
ness’s smaller Norwegian 
yards rather than those in 
Finland Germany. 

The demerger and listing 
plan follows Aker's acquisi- 
tion earlier this year of 
Meeres Technik W is mar. 
east Germany’s biggest ship- 
yard, for DM85m ($46 ,5m). 

Last year, the Norwegian 
group underlined its ambi- 
tions in shipbuilding by pay- 
ing . FM95m ($17. im) for 
a controlling stake in 
Flnnyards, the last of Fin- 
land’s big domestically 
owned shipbuilders. 

Mr Soberg said the 
demerged group would 
concentrate on “value- 
added” high-specification 
ships such as high-speed fer- 
ries and icebreakers. He 
added that all 10 yards were 
profitable, but gave no 
details. Annual revenues are 
estimated at NKrfJbn. 

Of the yards, seven are 
dedicated to specialist ship- 
building, while the remain- 
der manufacture sections for 
offshore platforms and 
marine equipment. 

"The goal is to develop 
Aker Yards into a leading 
international shipbuilding 
group," said Mr Soberg. “By 
better co-ordination of pro- 
duction we can achieve con- 
siderable economies of 
scale." 


Growth 
in activity 
FF 45 billion 


Significant 
improvement in 
pre-tax profit 
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Net profit 
of FF 254 million 

Cashflow doubled 


Activity 

The GTM Groups turnover (Group share) 
rose to FF 45.1 billion, compared with 
FF 43.5 billion in 1996. The portion of 
turnover achieved in the construction 
and public works sector is down from 47.8 
to 41% and activity abroad increased from 
40.7 to 42.6%. 

As of 1st January 1998, the order book 
amounted to 32.7 billion French francs, up 
4.1% compared with the 1st January 1997 
situation. The most substantial increases were 
in the offshore sector, -1-31.5%, the industrial 
sector +24.3% and roads +9.8%. 

The 1997 financial year was marked by. 

■ Growth in activity in car park man- 
agement, with the purchase of SAP. bringing 
the number of parking spaces managed in 
France and abroad to more chan 150,000, 
the implementation of die Rion Antirion 
bridge concession contract in Greece at the 
end of the year when necessary financing was 
obtained, and the opening in June of the 
Prince Edward Island bridge in Canada, to be 
operated for a 35-year period. 

■ Sustained development in JEAN LEFEBVREs 
roadbuilding activity, both in France and 
abroad, evidenced by an increase in turnover 
of 12%, including adjustments made for 
exchange rates ana changes in the scope of 
consolidation. 

■ A large order was obtained by ETPM in the 
North Sea (Elgin Franklin in the amount of 
FF 1.1 billion). In addition, ETPM and 
McDermott concluded an agreement 
ending the association between the two 
companies and providing for ETPKft acqui- 
sition of MS CL, a company specialised in deep 


sea construction in which J. Ray McDermott 
was the main shareholder with ETPM. 

Results 

Operating profit amounted to FF 643 million 
compared with FF 351 million in 1996, an 
increase mainly achieved by DUMEZ-GTM 

and its Rel g tan gih qdjary C1FF, JFATj IJ-FHWRF 

and ETPM, With a comparable financial result 
year-on-year, the pre-tax profit rose to FF 529 
million compared with FF 228 million in 1996. 
Net consolidated profit for the year amounted 
to FF 254 milikm (FF 217 rniftim, excluding 
modification in accounting methods), 
compared with FF -45 million in 1996, 
Results showed improvement in all sectors of 
activity. However, construction and public 
works alone was in deficit, although showing 
improvement, in accordance with forecasts at 
the beginning of the financial year. 

Cashflow reached FF 2 billion, almost double 
the previous year. 

Financial elements 

Consolidated equity rose to FF 5,848 million. 
Group share FF 4,830 million, compared with 
FF 4,605 million as of 31.12.96. Provisions 
for risks and charges were increased to FF 
4,543 milikm, a 16% rise compared with 1996. 
The Group has started off 1998 with a satis- 
factory order-book and should see a further 
increase in profits. 

The Board of Directors will propose that 
the Annual General Meeting to be held on 
14th May 1998 increases the net dividend 
to FF 8.50 per share, which, after allowance 
for the tax credit, will amount to FF 12.75. 






























The Board of Dfractors of the GTM Group, 
chaired by Jean-Loots Brauft, met on 
25th March 1998 to dose the accounts for 
the financial year ended 31st December 1997. 


The terms of office of Messrs. 

And ro JARROSSON and Guy de PANAFEEU, 
Members of the Board, are due to expire 
at this time and their renewal will 
be submitted to the Ordinary 
General Meeting for their approval 
The appointment of Messes. 

Philippe BRONGN1ART, 

Franco is JACLOT 
and Jerome TOIOT will also 
be proposed by the Board. 
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U.S. $150,000,000 

Credit Suisse First Boston (International) AG 

Junior Guaranteed 
Undated Floating Rate Notes 

Guaranteed on a subordinated basis 
as to payment of principal and interest by 

Credit Suisse First Boston (International) AG 


Interest Rate 
Interest Period 

Interest Amouit due 
30th June 1998 
per U.S. $ 5,000 Note 
per U.S. $100,000 Note 


5.8125% per annum 
30th March 1998 
30th June 1998 


U.S. $ 74.27 

U.S. $1,485.42 


Credit Suisse First Boston (Europe) Ltd. 


I 

I 


Credit Commercial de France 

m. 150^00^00,000 

floating Rata Notes d ue 1998 

Ineoconlancawth.ltaTemtsandConcftioiteoftheNotas, 

notice Is hereby given that for the Interest Period from 
March 37, 1990 to June 30, 1398. the Notes will cany an 
Interest Rate of 5.25 % per annum. 

TtaCouponAnxiurtpayableontherelovanrlmerestPav- 

mam Date, June 30, 1998 will be FTL 68354 per 
. /TL 5.000.000 principal amount 
of Note and m. 683,542 ■nmAaeata** 

per JTL 50,000,000 priro- 

pel amountof Note. 
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Asian turmoil takes 
toll on First Pacific 


Napocor looks for $95m in rate rise 


By Louise Lucas 
to Hong Kong 


The Asian currency crisis 
has sliced USS43&6m off net 
ass e ts at First Pacific, one 
of the region’s biggest 
conglomerates. 

The company, which 
focuses on Hong Kong and 
China as well as three of the 
countries affected by sharp 
currency devaluations - 
Indonesia. Thailand and the 
Philippines - said it had 
taken **1011 and complete 
provisions against foreign 
currency movements" on 
both its profit and loss state- 
ment and balance sheet. 

Foreign exchange and 
other losses related to the 
regional economic turmoil 
offset many of the gains 
from heavy asset disposals, 
and the group reported a 
small rise In profits, from 
$204 , 2 m to S 212 m last year. 

Stripping out exceptional, 
net profits fell 17.6 per cent, 
from $201.7m to $166.2m. 
First Pacific gained $248.8m 


from the disposal and dilu- 
tion of shareholdings, but 
this was largely negated by 
exceptional losses, including 
rationalisation and telecoms 
start-up costs in Indonesia 
and India. 

First Pacific’s shares were 
among Hong Kong's poorest 
performers last year, but 
Manual Pangilinan. manag- 
ing director, said the com- 
pany had eliminated net 
debt and was poised to capi- 
talise on the crisis. 

“We have responded early 
and resolutely to the 
region's economic crisis. As 
a result, we now have one of 
the strongest balance sheets 
in the region, no net debt 
and substantial cash to 
invest in the Asian region." 

However. First Pacific’s 
disposal of cash-generating 
businesses - such as the sale 
earlier this month of its 37.4 
per cent stake in Hagemeyer. 
the Netherlands-based trad- 
ing group - meant recurrent 
earnings this year are set to 
be lower than last year. 


First Pacific's exposure to 
the worst-hit countries in 
the region caused it to take 
one of the biggest set of 
provisions among the Hong 
Kang companies now report- 
ing annual earnings. 

About two-thirds of the 
group's its currency losses 
related to the Philippines, 
where the ability to hedge 
the peso was minimal. 

Mr Pangilinan said the 
group would take a slow and 
disciplined approach to 
investment. 

The first priority would be 
equity injections - mainly 
through tights issues - at a 
number of subsidiaries, 
which would help them 
reduce gearing. 

Earnings per share for the 
year rose 2.9 per cent, from 
8.73 US cents to 8.98 cents. 
Excluding exceptional, 
earnings per share fell 183 
per cent, from 8.62 cents to 
7.04 cents. 

The full-year dividend has 
been cut 193 per cent, from 
2.71 cents to 2.19 cents. 


Hopewell in HKS1 10m 
provision for Peregrine 


By Louse Lucas 

Hopewell Holdings, the Hong 
Kong property and infra- 
structure group, has made 
provisions of HKSllOm 
fUS$143m) against its hold- 
ing in Peregrine, the col- 
lapsed investment bank - 
only marginally less than its 
operating profit of 
HK$ll7.8m for the six 
months to December 31. 

Hie group, controlled by 
Sir Gordon Wu, was one of 
the founding investors in 
Peregrine, which collapsed 
earlier this year because of 
heavy exposure to troubled 
Asian economies. Hopewell 
invested HK$l53m in Pere- 
grine, some of which has 
been recouped through divi- 
dends. 

Other early backers of Per- 
egrine included U Ka-shing, 
whose flagship companies 
Cheung Kong and Hutchison 
also made provisions against 
listed securities, and Citic 
Pacific, the Hong Kong arm 
of Beijing’s Investment 
vehicle. 

Hopewell - which has suf- 
fered a difficult year as a 
result of the Asian financial 
crisis - took further provi- 
sions against the Bangkok 
road and rail system, a con- 
tract which the Thai govern- 
ment cancelled at the end of 
last year. 

The group is seeking com- 
pensation for the lost con- 
tract. In addition to a 
HK$5bn provision in the pre- 
vious year, the group has 
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made farther provisions of 
HKS6l3m, half of which will 
be used for legal and profes- 
sional costs in its claim 
against the Thai govern- 
ment 

However, exceptional 
gains helped attributable 
profits more than double, 
from HK$502m in the final 
six months of 1996 to 
HK$1.4bn In the same period 
last year. The group gained 
HK$2bn from the sale of its 
remaining 20 per cent stake 
in Consolidated Electric 


NEWS DIGEST 


CONSTRUCTION 


Fujita shares slide on 
news of restructuring 

Fujtta. the troubled Tokyo-based construction group, yesterday 
unveiled a restructuring plan as the shares tumbled more than 1 1 
per cent in heavy trading. The shares, which were as high as 
Y50Q two years ago, have since dropped more than 75 per cent 
to Y121. Fujita, which has extensive holdings In the troubled 
property market, said it planned to cut staff from 5.460 to 4.500 
by March 2000. A previously announced plan aimed to cut 
employees to 4,900. In addition, the group will reduce the number 
of managers by 40 per cent to 650. No timescale was given. 

Paul Abrahams, Tokyo 

HONGKONG 

New World chief cautious 

Henry Cheng, managing director of Hong Kong’s New World 
Development, the Hong Kong-based property developerjrester- 
day said ft was difficult to predict second-haff earnings amid the 
economic downturn. "After the financial turmoil, there weiUtf 
deterioration In the economy compared P®** " 

1996. So Pm happy that at least we've maintained the profit, he 

said 

Property sales contributed HKS1 .92bn to t ^“^ y "' nter1m 
net profit of HK$23bn (USS284ml. 

HK$2.l9ba The hotels division saw a decrease of £3.6 per cen 

to HK$305.7m tallowing a slowdown In tourist 

losses from telecommunications investments deepened from 

HK$1 17.3m to HKS275m. AFX-Asia, Hong Kong 

BREWING 

Asahi, Miller in US joint venture 

Asahl Breweries, the rapidly 

day announced it was setting up a North Amertean J 
with Miller Brewing, a subsidiary of Philip a ^ 

Die US company will own 2.5 per cent o thevemure ^i 
remainder held by the Tokyo-based 

second biggest brewer plans to invest CS5rn (U . a . c 
increase production of te As hai Soper £»V 1 h 
Moteon Breweries. The company’s intention m ameases bi- 
American sales from 770.000 cases last year to 3m cas b> 

2000. Paid Abrahams 
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Power Asia, the independent 
power producer sold to 
Southern Company of the 
US. 

Proceeds of the Cepa sale 
were used to pay down cor- 
porate debt The net-debt-to- 
equity now stands at 4 per 
cent, while that for net debt 
to total capital is 32 per cent. 

Earnings per share at 
Hopewell Holdings almost 
trebled, from 11.5 HK cents 
to 31.9 cents, but the divi- 
dend has been slashed from 
six cents to one cent 


Profits 
surge at 
Bata India 


Bata India, the country's 
largest manufacturer of 
shoes, expects further 
growth this year after lifting 
1997 net profits by 301 per 
cent to Rsl66.4m ($4. 21m), 
writes Kona] Bose in 
Calcutta. 

The increase was in line 
with analysts’ forecasts. 

“The sharp increase in 
profits signals the group's 
return to health," said one 
analyst. 

I “Bata initiated a restruct- 
I nring programme after it 
i made a record loss of 
I Rs400m in 1995. The tum- 
1 round owes much to the 
finan cial and management 
j input provided by Bata Inter- 
national Canada." 

Revenues were up 13 per 
1 cent to Rs6.724bn, in spite of 
a fire at the group's biggest 
factory, near Calcutta, which 
hit production in the first 
half. 

Interest free loans from 
Bata International and a suc- 
cessful rights issue helped 
reduce interest costs from 
Rsl93m to Rsl44JJm. 

"Bata's decision to move 
out of the upper end of the 
Indian shoe market and pro- 
duce shoes for the middle 
class has been its winning 
strategy," the analyst added. 

"There was significant 
improvement In capacity 
utilisation and the operating 
margin was up one percent- 
age point to 6 per cent." 

Market attention has 
increasingly focused on 
Bata, as brokers expect the 
group to turn In a long run 
of good results. 

Shares in Bata have 
climbed from Rs61 to 
Rsi63.50 in a year. 


By Jd&tto Marazzl to Manila 

National Power Corporation, 
the Philippines’ largest state- 
owned utility, is planning to 
raise electricity rates in a 
move that could raise $S5m 
and prevent the power com- 
pany from plunging into the 
red. 

Napocor said it wanted to 
compensate for revenue 
losses caused by the extra 
costs of purchasing power 
from independent power pro- 
ducers in bulld-operate- 
transfer contracts dating 
back to the early 1990s. 

It said it had not yet 


Notice of 


passed on to consumers the 
advance payments it made 
in amortising these con- 
tracts with the producers. 

The payments were made 
in dollars and were based on 
an exchange rate of 26 pesos 
to the dollar. Since the Asian 
currency crisis began last 
July, the peso sank to a low 
of 4&55 pesos to the dollar 
but has stabilised recently at 
about 38. 

Guido Delgado, Napocor 
president, said he was await- 
ing government approval for 
the rate increase. Without 
the rise, expected to be 
about 9.4 centavos per kilo- 


watt-hour, Napocor would 
probably lose 4^4bn pesos 
(Si 13m) this year after an 
estimated I0.7bn pesos debt- 
serviemg charge, he said. 

If approved, the rise would 
be unlikely to be enacted 
before national elections. 
Analysts said it could meet 
with public opposition, com- 
ing as fuel oil and diesel 
prices are on the decline. 

Hopes of an early privati- 
sation of Napocor, the gov- 
ernment’s largest asset, 
under a bill pending since 
1994 have receded in the 
run-up to national elections 
in May. 


Freddie Webb, head of the 
Senate's energy committee. 
gain at the weekend that the 
much-needed restructuring 
of the power industry should 
wait until a new administra- 
tion was elected. 

The World Bank recently 
urged the government to 
press ahead with restructur- 
ing as Napocor was in a 
fln^nHaiiy precarious posi- 
tion. 

The utility is planning to 
iTvamii new meters which it 
predicts will bring in extra 

revenues of 400m pesos, in 
addition to 400m pesos 
from its recently introduced 


one-day power sales con- 
tracts. 

Last week Napocor said it 
would begin negotiations 
with an Argentine group an 
a $450m contract to rehabili- 
tate a hydroelectric power 
plant The contract - for the 
Caliraya-Botocan-Kalayaan 
hydroelectric facility in 
Laguna, outside Manila - 
has been dogged by legal 
problems. 

The group last month 
blamed a 45 per cent drop in 
ann ual net Income, from 
5.5bn pesos to 3.05bn pesos, 
on the peso’s fall and higher 
interest rates. 


Annual General Meeting of Skandia 

Shareholders of SKANDIA INSURANCE COMPANY LTD (pubf) are hereby summoned to the Annual General 
Meeting on Monday, April 27, 1998, at 4.30 p.m. (Swedish time). Location: Stockholm Concert Hail, the 
Great Hall, Hotorget, Stockholm, Sweden. 


NOTIFICATION OF ATTENDANCE, ETC. 

Shareholders intending io attend the Annual General Meeting, must 
» I xr rewarded as shareholders in the Shareholders’ Register issued 
by the Swedish Securities Register Centre ( Yitrdepapperscentmfen 
\TC All i as at Friday, April 17, lfW, 
and must 

• notify the Company of their intention to attend the Meeting not bier 
than 4.30 p.m. i Swedish time) on Wednesday. April 22, 1998. 
Notification of intent to attend the Meeting should be made in writing 
io Skandia, Corporate Law. "AGM\ S-103 50 Stockholm, Sweden, by 
telefax Inc ++6-rt-7li8 16 80, bv telephone lot +46-8-788 32 62 or 
through the Internet hnp: 7 www.skandia.se/agm. Please note that if 
participating by proxy, power of attorney must be sent in original 
and may not be sent by telefax or through the Internet 
Shareholders whose shares are held in trust by a hank or private broker 
must temporarily register their shares in their own names in the Share- 
holders' Register to be able to attend the Annual General Meeting. Such 
registration must be completed not later than Friday, April 17, 1998- 

AGENDA AND PROPOSED DECISIONS 

1. Opening of the Meeting 

2. Election of a Chairman to preside over die Meeting 
Nominating Committee Recommendation: Mr. Sven SGdeiberg, 
Chairman of the Board. 

3- Address by Mr. La/s-Eric Peteisson, President and CEO of Skandia 

4. Election of a person to check and sign the Minutes together with 
the Chairman 

5. Verification of the voting list 

6. Decision as to whether the Meeting has been properly called 

7. Presentation of the Annual Accounts and the Consolidated 
Accounts for 1997 

8. Presentation of the Auditors' Report and the Consolidated 
Auditors' Report for 1997 

9. Ratification of the Income Statement and Balance Sheet, and the 
Consolidated income Statement and Consolidated Balance Sheet 
for 1997 

10. Decision on appropriation of the Company's profit in accordance 
with the adopted Balance Sheet, and determination of the record 
date for payment of a dividend 

Board recommendation: Of the amount available for distribution by 
the Annual General Meeting. MSEK 2,275 (the balance of MSEK 2,438 
brought forward from 1996 anti the year's profit of MSEK 433, reduced 
by an allocation to the fond for unrealised gains of MSEK 596), the 
Board of Directors recommends that a dividend of SEK 3-75 per share 
be paid, totalling MSEK 384, and that MSEK 1,891 be carried forward. 
The record date shall be April 30, 1998. 

1 1. Decision as to whether to discharge the Directors and the 
President from liability for their administration during the 1997 
financial year 

Recommendation. The Company's auditors recommend that they 
lie so discharged. 

12. Decision on Directors' fees 
Nominating Committee Recommendation . 

• Chairman SEK 600.000 (currently SEK 330,000), 

of which SEK 225,000 shall be used to purchase issued Skandia 
.sltires. at market price, as soon as practicable after the Annual 
General Meeting 

- Vice Chairmen SEK 350.000 (currently SEK 220.000), 
of which SEK 130.000 shall be used to purchase Issued Skandia 
.shares, at market price. as soon as practicable after the Annual 
General Meeting 

• Directors SEN 200,000 /currently SEK 125,000), 

of which SEK 7^.000 shall be used to purchase issued Skandia 
shares, at market price, as soon as practicable after the Annual 
General Meeting 

The requirement concerning purchase of Skandia shares shall not 
apply in respect of those directors who have been appointed as 
policyholder representatives. • 

13. Decision on the number of directors to be elected by the 
shareholders 

(According to the Articles of Association, they shall be at least six 
and not more than nine. ) 

Nominating Committee Recommendation: A reduction from eight to 
seven. 

14. Election of directors 

(The term of office, which is two years according to the Articles 
of Association, expires for Mr. Jan Eimr Greve, Mr. Lennart Hagelin 
and Mr. Jukka Ramala.) 

Nominating Committee Recommendation: 

Election of 

• Ms. Pirkko Alilulo 

• Mr. Johan Fr. OdfjdJ t 

• Mr. Lars Ramqvist 

all for the period through the 2000 Annual General Meeting. It is 
proposed that Mr. Ramqvist be appointed one of two Vice Chairmen 
of the Board. 

Ms. Aiteiio, bom 1949, is Executive Vice President and Chief Invest- 
ment Officer of the Pohjola group, and director on the board of 
several ILsied companies, inter alia, Nokia. Mr. Odfjell, bom 1948, is 
also director of several listed companies, inter alia, chairman of 
Nycomed Amersham and Hafclund. Mr. Ramqvist, bom 1938. is CEO 
of Ericsson. At the forthcoming ACM of Ericsson it will be proposed 
that Mr. Ramqvist be elected Chairman of Ericsson. He is Vice Chair- 
man of the Federation of Swedish Industries and is expected to be 
appointed Vice Chairman of Volvo. Additionally, Mr. Ramqvist is 
director on the board, inter alia, of Astra and SCA. 

The National Swedish Board for Consumer Policies and the Stock- 
holm Chamber of Commerce - who now have the duty to appoint 
the policyholders' representatives on the Skandia Board - have 
appointed Rector Boel Flodgren and Mr. Lennart Hagelin (both cur- 
rently elected by the Annual General Meeting) as the policyholders’ 
representatives, with effect from the present Annual General Meeting. 


Skandia 


15. Decision on auditors' fees 

Nominating Committee Recommendation: Compensation as 
agreed when procuring the services. 

16. Election of auditors 

Nominating Committee Recommendation Re-election of 
Mr. BjOm Femstrbm, Authorized Public Accountant, 

Ernst & Young, and Mr. Hans Karisson, Authorized Public 
Accountant, KPMG Bohlins. 

17. Election of Alternate Auditors 

Nominating Committee Recommendation: Re-election of Mr. Olof 
Cederberg, Authorized Public Accountant, Ernst & Young, and 
Mr. Anders Holm, Authorized Public Accountant. KPMG Bohlins. 

18. Election of members of the Nominating Committee for the 1999 
Annua! General Meeting 

(According to a decision by the 1995 Annual General Meeting, the 
Nominating Committee shall consist of six members: three represen- 
tatives of the major shareholders, one representative of the smaller 
shareholders, one representative of the policyholders of Skandia Life 
Insurance Company Ltd, to be appointed by the Stockholm Chamber 
of Commerce, and the Chairman of the Board.) 

Recommendation : Re-election of Mr. Tor Marthin and election of 
Mr. Cari-Olof By and Mr. lira Viinanen as representatives of the major 
shareholders (nominated by AMF Pension, Industrivarden and the 
Pohjola group, respectively) and Mr. Kjell Gunnaison as rep r esentative 
of the smaller shareholders (nominated by the Skandia Shareholders' 
Association). 

In addition. Mr. Bengt Oldmark, appointed by the Stockholm Chamber 
of Commerce as representative of the policyholders of Skandia life 
Insurance Company Ltd, as well as Skandia ‘s Chairman, shall be 
members of the Nominating Committee for the 1999 Annual General 
Meeting. 

19- Proposed change in the Articles of Association by reason of a 
stock split 

Board recommendation : It is proposed that Article 5 of the Ankles of 
Association be changed to tile effect that the nominal value of the 
Skandia share be reduced from the present SEK five (5) to SEK one 
(1) per share. In this manner a 5:1 stock split will be effected, whereby 
five (5) new shares will replace each present share. The total number 
of shares will thereafter amount to 511.771,260 shares. The record 
date for the stock split shall be Monday, May 25. 1996. However, the 
Board of Directors shall be authorised to determine another date if 
circumstances so require for purposes of registration and sanction of 
the change in the Articles of Association. 

The complete wording of the recommended change In the Articles of 
Association will be sent to all shareholders who are directly registered 
as such with the Swedish Securities Register Centre. The text can also 
he obtained from: Skandia, Corporate Law, S-103 50 Stockholm, 
Sweden, telephone Ini + 46-8-788 32 62, telefax Int + 46-8-788 16 80. 

20. Decision concerning approval of the following Portfolio Transfer 
Agreement 

In accordance with the provisions of a Portfolio Transfer Agreement, 
Skandia Insurance Company Ltd (publ) will transfer to international 
Insurance Company of Hannover limited its entire portfolio of direct 
aviation insurance, and related product liability insurance, provided 
for policyholders in the Nordic countries (the ’Nordic Aviation Busi- 
ness”). This portfolio has been managed by, and has constituted an 
integrated part of, the operations of Skandia International Insurance 
Corporation (publ). On September 20, 1997, an agreement was rea- 
ched concerning the transfer of the major part of Skandia International 
Insurance Corporation's insurance portfolio to Hannover Re and 
subsidiaries. The transfer of the Nordic Aviation Business constitutes 
a port of this transfer. 

Board recommendation: Approval of the Portfolio Transfer 
Agreement. 

The recommendation for decision by the Annual General Meeting, 
the Portfolio Transfer Agreement, as well as other documentation, in 
accordance with Chapter 15, Section 1, third paragraph, of the Swedish 
Insurance Business Act (1982:713), are expected to be available as 
from Wednesday, April 15, 1998, at Skandia, Corporate Law, 
Sveavfigen 44, Stockholm, Sweden, telephone Int + 46-8-788 32 62, 
telefax Int + 46-8-788 16 80. 

21. Questions from shareholders 

22. Adjournment of the Annual General Meeting 

DIVIDEND AND STOCK SPLIT 

The Board of Directors recommends that a dividend of SEK 3.75 per 
share be paid to the shareholders, and that the record date for payment 
of the dividend shall be April 30. 1998. If this recommendation is adopted, 
dividends ore expected to be distributed from the Swedish Securities 
Register Centre on May 8, 1998. 

Furthermore, as stated above, the Board of Directors proposes that May 
25, 1998 shall be the record date for the stock split. However, the Board 
of Directors shall have the right to determine another date if circum- 
stances so require for purposes of registration and sanction of the change 
in the Articles of Association. With a record date as at May 25, it is antici- 
pated that share trading at the lower nominal amount shall commence as 
from, and including, Wednesday, May 20, 1998. 

INTERPRETATION OF THE PROCEEDINGS INTO ENGLISH 

For the convenience of non-Swedish speaking shareholders, there will 
be simultaneous interpretation of the proceedings of the Annual General 
Meeting into English. 

SWEDISH-SPEAKINQ SHAREHOLDERS 

This summons to attend the Annual General Meeting of Skandia Insurance 
Company lid (publ), io be held on Monday, April 27, 1998 at 4.30 pan. 
at the Stockholm Concert Hall, the Great Hall. Hdtotget, Stockholm, can 
also be obtained in Swedish. Mease contact Skandia, Corporate law, 
"AGM” , S-103 50 Stockholm, Sweden, telephone Lot +46-8-788 32 62, 
telefax Int +46-8-788 16 80. 

A welcome is extended to the shareholders to attend the Annual General 
Meeting. 

Stockholm. March 1998 
The Board of Directors 
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BEVERAGES EXPANSION IN EMERGING MARKETS SEEN AS DRIVING GROWTH 
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F orecast of volume rise lifts Coca-Cola 


By Tracy Corrigan to New Ynk 

Coca-Cola shares gained 2 
per cent early yesterday 
alter the company said yes- 
terday it expected first-quar- 
ter volume to rise by beteen 
13 per cent and 14 per cent 
boosting hopes of a strong 
first-quarter earnings report 
due in two weeks. 

Hie increase in unit cases 
sold - a standard Industry 
measure - is projected to be 

WIC pops 
poison pill 
to ward 
off bid 

By Scott Morrison in Toronto 

Western International 
Communications, the Cana- 
dian broadcaster, has swal- 
lowed a “poison pQT to ward 
off an unsolicited C$650m 
(US$459.5m) takeover bid by 
CanWest Global Communi- 
cations. 

While not rejecting the 
bid, WIC said it needed more 
time to review the offer and 
consider alternatives. 

Observers said there were 
few alternatives open to WIC 
due to the unconditional 
structure of CanWest’s offer. 
Only Shaw Co mmuni cations, 
the Alberta cable and radio 
broadcaster that owns 49.9 
per cent of WIC’s voting 
shares, is considered to have 
the means and interest to 
compete against Can West's 
offer. 

Analysts, however, said 
Shaw and CanWest were 
more likely to negotiate a 
new ownership structnre 
than risk a prolonged take- 
over battle that would spill 
into the courts. 

CanWest surprised indus- 
try observers last week by 
offering C$39 a share for the 
66 per cent of WIC stock it 
did not already own. 

WIC's poison pill, which 
will expire after 120 days, 
applies to non-voting shares 
and the limited number of 
voting shares. CanWest’s 
offer was set to expire after 
three weeks. 

Canadian broadcasters 
have been jockeying to con- 
trol an ever larger segment 
of the country’s airwaves. 
Once limited to regional con- 
cessions, broadcasters such 
as WIC, CanWest and Baton 
Broadcasting have 
encroached on each others' 
turf in a bid for national 
market share. 

WIC would provide Can- 
West with nine additional 
television stations and a 
dozen radio broadcasters 
across the country. 


between 9 per cent and 10 
per cent, alter stripping out 
the benefit of extra shipping 
days due to Che way the cal- 
endar falls in the first quar- 
ter, compared with 9 per 
cent in the first quarter a 
year ago, the company said. 

“Coke’s global business Is 
bubbling over as a result of 
strategic investments daring 
economic turmoil,” said 
Michael Branca, beverages 
analyst at I^hman Brothers. 


“Coke's prospects in 1998 are 
exceptionally strong.” 

The latest figures suggest 
that emerging-market expan- 
sion is continuing to drive 
growth. Unit case volume is 
expected to rise by between 
18 per cent and 19 per cent 
in Latin America, and by 17 
per cent to 18 per cent in the 
Middle and Far East. In 
greater Europe, unit case 
volume growth Is projected 
at between 16 per cent and 


17 per cent, bat the company 
is expecting only 5 per cent 
volume growth in North 
America. 

Roy Burry, an analyst at 
CIBC Oppenheimer, said the 
underlying growth of the 
business was “positive 
across the board”. 

However, although volume 
growth appears strong, ana- 
lysts warned the company’s 
earnings could be hit by for- 
eign exchange exposure, as a 


result of the strength of the 
US dollar. 

Mr Branca said recent 
investments in Asia would 
pay off. “During economic 
crisis, good and bad compa- 
nies reduce their invest- 
ment, whereas truly great 
companies dramatically step 
up their spending on both 
infrastructure and market- 
ing.” 

He said Coca-Cola's South 
Korean bottling acquisition 


in the fourth quarter of 1997 
was comparable with invest- 
ments in Mexico following 
the country's peso devalua- 
tion in December 1994. 

Coca-Cola said it was too 
early for investments made 
in the fourth quarts 1 of last 
year to have an impact 

Coca-Cola shares were 31% 
higher at mid-session in New 
York, at S76ft 


Lac, Page 18 


Turning its back on the front page 


By Richard Waters to New York 

After 75 years, the world's 
biggest -selling magazine Is 
turning its back on a proven 
formula. From May, the con- 
tents of Reader's Digest will 
go inside, giving way to a 
cover dominated by a single 
photograph. 

While it is no longer the 
main angina of their compa- 
ny’s profits, executives hope 
that the little magazine 
familiar to doctors' patients 
around the world will help 
to breathe new life into a 
sagging pub lishing empire. 

It was in 1923 - a year and 
a half after its launch - that 
Reader’s Digest first decided 
to display its contents on the 


cover. It never looked back: 
with global sales of 28m. the 
magazine that discovered 
humour in uniform and 
taught its readers to 
Increase their word power 
has become an icon. 

And while sales in the US, 
at 15m, have flagged, the 
rest of the world has made 
up the circulation of a 
Russian edition, launched 
seven years ago, is about to 
top lm. while 700,000 Brazil- 
ians are likely to be readers 
by tiw» «»nH of this year. 

The time has come, 
though, for changes. Readers 
are not getting any younger 
- 47 is the average age - and 
the magazine is competing 
for a younger generation 


with the television and the 
internet, said Christopher 
Will cox, editor-in-chief. 

The company’s main busi- 
ness - using its massive 
database to sell products 
such as books and music by 
direct mail - has slipped and 
its shares have fallen from 
more than $50 two years ago 
to less than $27. 

The magazine itsalL which 
last year supplied one-quar- 
ter of total revenues, has 
also suffered an erosion of 
its profits, despite three 
years of record advertising 
revenues. Last year it 
reported operating profits of 
$42.7m on revenues of $729m. 

While the look is finally 
changing with the times, the 
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New ioole prompted by ageing 
readership and fafing p r ofi t s 

values are not “It’s about 
celebrating the good guys," 
says Mr WiOcox of his maga- 


Reader's Digest 
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zine, “the people who are 
building better communities 
and better families." 


ABI set to miss 
deadline in bid 
for Metromail 


By Peggy HoIBngar 

The stage was set for a 
farther twist last night in 
the acrimonious bid battle 
between Great Universal 
Stores of the UK and Ameri- 
can Business Information of 
Omaha far the US database 
marketing group, Metromail. 

ABI said yesterday It 
would not be able to meet its 
noon deadline to sup ply doc- 
umentation on its revised 
offer. The deadline was 
imposed by Metromail at the 
weekend, when ABI raised 
its S33-a-share bid to $37.48 
in cash and equity. 

However, insiders said 
they expected a further 
announcement late last 
night, implying that ABTs 
statement did not mean it 
had withdrawn completely. 

GUS said Metromail had 
agreed to make a final deci- 
sion on the competing bids 
by 8pm Chicago time. The 
company said it was stand- 
ing by its $34.60-a-share 
offer, raised on Friday from 


$31.50. GUS said it had 
received government clear- 
ance for the bid. which 
would combine its US data- 
base marketing group. 
Direct Tech, with Metromail. 
Should Metromail decide 
against its bid. it would be 
entitled to a $l5m penalty 
payment and expenses. 

Analysts welcomed the 
indication from GUS that it 
would not raise its offer for 
Metromail a second time. 
The UK company is under 
pressure not to chase poten- 
tial acquisitions given its 
hostile £1.6bn ($2.7bn) cash 
bid far Argos, the catalogue 
retailer. 

Arg06. which Is expected 
this week to announce a 
23S0m-£400m share buy-back 
as part of its defence, yester- 
day told shareholders it 
expected “GUS will soon 
increase Its bid”. The retail 
strategy unveiled by Stuart 
Rose, the new chief execu- 
tive, provided “compelling 
evidence" that Argos had 
excellent prospects. 


Databases group hot on 
the information trail 


By Richard Tomkins 
in New York 


American Business 
Information, the US bidder 
for Metromail. has little in 
common with the UK’s Great 
Universal Stores. But it 
wants Metromail for much 
the same reason as its rival 
to get its hands on the com- 
pany’s mailing lists. 

ABI, based in Omaha, 
Nebraska, is a small but fast 
growing company that has 
built up a vast database on 
US businesses. 

Using telephone directo- 
ries, annual reports. Securi- 
ties anti Exchange Commis- 
sion filings, government 
data, business magazines 
and newsletters. It has com- 
piled profiles of about lim 
companies. 

The information it pro- 
vides customers is used far a 
variety of purposes, includ- 
ing tile generation of sales 
leads, for direct mail and 
telemarketing, to profile 
potential customers and to 
locate potential suppliers. 

The Nasdaq-quoted com- 
pany was founded 25 years 
ago by Vinod Gupta, chair- 


man. Last year, revenues 
rose from $108. 3m to 
$193. 3m, but the company 
incurred a net loss of $39 Bm, 
compared with net profits of 
$3.8m the year before, follow- 
ing write-offs associated 
with acquisitions. 

Compiling mailing lists is 
a labour-intensive business, 
and companies in the data- 
base business find it quicker 
- and often cheaper - to 
expand their lists through 
acquisition. 

ABI has been highly active 
in this field. 

Last month it completed 
the $19m acquisition of 
Walter Karl, a US direct 
marketing company that 
provides list management, 
list brokerage, database 
marketing and direct 
marketing services. 

Other acquisitions have 
included last year’s $18m 
purchase of Pro CD. a com- 
pany that puts business list- 
ings on CD-Roms for use on 
personal computers. 

Although ABI specialises 
In business information, it 
has been expanding rapidly 
into the consumer 
information market, which 


is extensively used by 
companies for direct 
marketing, telemarketing 
and other gales campaigns. 

Last year's purchases 
in c lu de d the $K&5m acquisi- 
tion of DBA, the holding 
company for Database Amer- 
ica Companies, a provider of 

data p m nes g ing and analyti- 
cal services for marketing 
applications and a compiler 
of information on consumers 
as well as businesses in the 
US. 

A successful bid for Metro- 
mail would take ABI* much 
further into the consumer 
market, because Metromail’s 
main business is providing 
direct marketers with tar- 
geted lists of potential 
customers. 

One drawback with the 
consumer market is that 
people tend to be more 
sensitive about being the tar- 
gets of information-gather- 
ing exercises than compa- 
nies. 

Metromail recently ran 
into controversy when it 
emerged that it bad been 
using prison labour to 
process information on 
consumers. 


NEWS DIGEST 


INVESTMENT BANKING 


DU hires 23 staff 
from UBS Securities 

Donaldson Luton & Jenrette, the US-based investment bank, has 
hired 23 staff from UBS Securities’ financial institutions team, 
nearly doubling Its coverage of that sector of the market, the 
company said yesterday. The most senior recruit is Rkdiard Bar- 
rett, who tormerty ran the financial institutions business of UB5 
and previously covered the sector at Salomon Brothers. He joins 
DU as managing director, and will oo-head DLJ's financial insti- 
tutions group with Leandro Galban, a DU managing director, 
who has led DLTs insurance industry group since 1981 . “With 
the addition of 23 experienced bankers, we wfll have comprehen- 
sive coverage of aU [financial services] industiy sectors and one 
of the strongest [financial institutions groups] on Wall Street, said 
Hamilton James, chairman of DU'S banking group. 

Tracy Corrigan, New York 


Record year at PDVSA 

PetrPieos de Venezuela (PDVSA), the state-owned on company, 
made record profits of 3,067bn bolivars (S5J36bn) in 1997. The 
company said In its annual report that higher production volume 
compensated for prices that averaged $18.32, or $2.07 less than 
hi 1998. Average exports In 1997 were up by 300.000 barrels a 
day over the previous year to 3m b/d. PDVSA’s production 
capacity reached 3.76m b/d by the year-end, the highest in Its 
26-yaar history. 

The company reported proven oil reserves of 74.8bn in 1997, 
up 2J28bn barrels. Proven gas reserves were 145.500bn cubic 
feet at year-end. Raymond Cofitt, Ca r acas 


PHARMACEUTICALS 

FDA approves Pravachol 

Pravachol, Bristol-Myers Squibb's cholesterol lowering drug, has 
been approved by the US Food and Drug Administration for use 
In reducing the risk of stroke or recurrent heart attack in patients 
who have had a heart attack and have normal cholesterol levels. 
It is the first drug in its dess to be cleared for these uses. More 
than 4m people worldwide are believed to suffer from strokes 
every year. Tracy Corrigan 


LIFE ASSURANCE 


Benmosche to head MetLife 

Metropolitan Life, the second largest US mutual life assurer, yes- 
terday announced that Robert Benmosche, a 53-year-old who 
joined the company two years ago after a career in the securities 
industry, was to take over as chief executive in July. Mr Ben- 
mosche said he would be lobbying to achieve the changes in 
New York state law needed for toe company to convert to 
“mutual hokfing company" status. He said: “It's very hard to play 
the consolidation game with a currency other than cash. That's 
why we need some form of stock." He said potential acquisition 
targets included blocks of life or dfaabiBty insurance although it 
would not overpay. John Anthers, New York 


ONLINE SERVICES 

A0L targets business users 

America Online has renewed its efforts to attract business users 
to Its Internet access service, currently used primarily by consum- 
ers. The largest online service, wfth more than 10m subscribers, 
AOL Is targeting businesses with employees who need computer 
links whBa traveling. Mobile workws will be able to dial into AOL 
and establish Dnlcs with their home offices. 

AOL has formed partnerships with several computer security 
companies to provide reliable and secure connections. It also 
announced an agreement with International Business Machines’ 
Lotus Development to enable users of Lotus Notes software to 
sign on to AOL. Previous efforts to boost business use were sty- 
mied by AOL's problems last year with network overcrowding and 
technical problems. Louise Kehoe, San Fran ci sco 


? * 


MeritaAlordbanken 


Merita 


Nordbanken Holding 


The Annual General Meetings of Shareholders 
of Merita Pic and Nordbanken Holding AB (publ) 
will be held on April 20, 1998 in Helsinki and 
April 23, 1998 in Stockholm, respectively 

Merita Pic: 

Shareholders of Merita who wish to participate in the Animal General Meeting 
must be registered in the company's share register no later than April 15, 1998 
and shall submit notification of attendance by mail to Merita Pic, 2599 Share 
Register, P.O. Box 84, FIN-00101 Helsinki, Finland, or by telephone +358 9 165 
40631 or +358 9 165 40632, such notification to be received no later than 4.15 
p m April 16, 1998. 

Place: Helsinki Fair Centre, Time: 3.00 p m. Information meeting 

Rautatielaisenkatu 3, Helsinki for shareholders at 1.00 p m 


A complete notice of meeting and further information 
can be obtained from Merita, Investor Relations, 
telephone +358 9 165 43041 or from the 
Merita Internet home page http://aww.merita.fi 


Nordbanken Holding: 

Shareholders of Nordbanken Holding who wish to participate in the Annual 
General Meeting must be directly registered in the share register no later than 
April 9, 1998, and shall submit notification of attendance by mafl to Nord- 
banken Holding AB (publ), Group Legal, SE-105 71 Stockholm, Sweden, or by 
telefax +46 8 614 8770, or telephone +46 8 6149710, or by Internet, address http: 
// www.nb.se; such notification to be received no later than 1 p m April 20, 1998. 

Place: The China Theatre. Time: 3.00 p m. Information meeting 

Berzeiii Park, Stockholm for shareholders at 12.30 p m 


Further information pertaining to the meeting, 
including the agenda and proposals for 
resolutions, can be obtained by shareholders from 
Nordbanken Holding, Group Legal, telephone +46 8 614 7829. 
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REPUBLIC OF GREECE 
MINISTRY OF NATIONAL DEFENCE 
MINISTRY OF NATIONAL ECONOMY 
REQUEST FOR PROPOSALS 
FOR THE SELECTION OF 
A SPECIALIZED STRATEGIC 
MANAGEMENT CONSULTANT 
FOR DEFENCE INDUSTRY 

It b Ibe intention of the Government qf Greece to hire a special cocBahau. 
who, bi cooperation with the Armaments General Directorate (AGD) of the 
Mbi'any of National Defence, vrill submit proposals concerning the three me 
owned defence industries. Hellenic Aerospace Industry, Hellenic Aims 
Industry rod Hdlook Powder & Cartridge Company, 
fa) this context, the Government of Greece, le yi c scniiaj by the Ministries of 
National Defence and National Economy, Is rnterenod in hiring a special 
consultant (legal entity or group of legal entities), who, fat cooperation with 
the Anaamentt General D i rector a tcr <AGD) trill jutmit proposals concerning 
the state owned deforce industries, Hellenic Aerospace Industry, Hellenic 
Arms Industry and Heflotic Powder & Cartridge Company. 

These proposals win include the policy and the measures necessary for the 
improvement of competitiveness at the sale owned defence industries as far- 
es coat and quality of products, modem technology and know-how and 
increasing the scope of production by introducing modern equipment are 
concerned with special emphasis to: 

a. New organisation and operation 

b. Introduction of modem manage rial m rtt au l s 

c. Restructuring of the Industries rod thetr production lines 

d. Run 

e. Formulation of s mnqp c targes; 

1. Strengt hen i ng tfaehf export onct ai t l o n 

Z Creation of joint ventures with Greek state owned or private and 
foreign companies to participate In bids issued by the Hellenic 
Matistry of National Defence and die wider publ Ec sector aa well aa in 
trilateral and bMemaxional productio n progr a ms. 

f. Operation in o status Of fiscal balance. 

The Govern run of Greece requests proposals from consultative firms, fie 
firms interested win have to be experienced in the field of defence industry, in 
Greece as wdl a abroad, and have a spe c ial knowledge of the Greek market 
and Icgbtatioo. The firms or persona i nteres t ed dull notify MODfAGO of 
their (merest within tinny (30) days following tire last publication of this 
request b the Oreek or foreign press (not later than 1330 of the last day). 

Those Interested will have to *ubmh the following: i 

a. A list of the mqjor managerial, or prorno onal and financial consu ltative ; 
services offe r ed during die last five (3) years, with special mention of the i 
cost, the date and the Mine of the person or organisation (public or 
private) accepting such services. 

b. A brief note cn the meonsta taken lo assure the quality of thetr services 
and the methodology used bo co mp lete their stntfies and re searc h, in me 
case of a third person or group of persons being used to offer such 
services tire third person or persons and their services should be specified. 1 

c. AD doormans fat the proposal win have to be in Greek. ^ 

SELECTION OF SUCCESSFUL CANDIDATES | 

The Government of Greece will make a short list of all candidates meeting the , 
requirements msnianed above according to its prerequisites. 

Those arfcc t rd will receive specific inform ati on on the services required and 
will be Invited id submil tiidr final proposals htcloding the total cost of tbeir 
service*. 

Those submitting proposals will have no rigid, claim or de ma nd whatsoever 
upon the Government of Greece. 

This armourer najit was wrriten in Greek and nanstaed in Engjlah. In c«e of 
disagreement, the Greek text will prevail 

MINISTRY OF NATIONAL DEFENCE 
ARMAMENTS GENERAL DIRECTORATE j 
FAKINOS CAMP 1920 PAPAGOS i 
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HSBC Holdings pic 4 Zk 

Incorporated in England wbh limited habiliiy. Registered in England: number 617987 

Registered Office md Group Head Office: 10 Lower Thames Street. London EC SR bAE. United Kingdom 

Notice to Former Shareholders of The Hongkong 
and Shanghai Banking Corporation Limited 

Scheme of Arrangement 

Pursuant to a Scheme of Arrangement between The Hongkong and Shanghai Banking 
Corporation Limited (‘HongkongBank*) and its shareholders (‘the Scheme’), which 
became effective on 2 April 1991, HSBC Holdings pic < ‘HSBC Holdings') acquired 
toe entire issued share capital of HongkongBank. One Ordinary Share of HKS10 in 
HSBC Holdings was issued in exchange for every four shares of HK32JH) each in 
HongkongBank. Certificates for the Ordinary Shares in HSBC Holdings were mailed 
to shareholders of HSBC Holdings on 6 April 1991. 

The Trust 

The Ordinary Shares in HSBC Holdings which would otherwise have been allotted to 
HoagtongBank shareholders who were 'unoaceable' (as defined in the Scheme) were 
allotted under toe terms of toe Scheme to Courts (Jersey) Limited (formerly NatWest 
International Trust Corporation (Jersey) limited) (‘toe Trustee') to be held by the 
Trustee on toe terms of a Trust Deed dated 1 February 1991 between HSBC Holdings 
and toe Trustee. In accordance with the terms of toe Trust Deed, die Ordinary Shares 
of HSBC Holdings in respect of which claims have not been received have now been 
sold and the proceeds invested pending receipt of claims. 

Claims 

Any person who believes he is entitled to the proceeds from toe sale of HSBC 
Holdings shares issued in exchange for HongkongBank shares under toe Scheme (and 
any other property held by the Trustee with respect to or derived from such shares) 
and who has not received toe relevant share certificates or proceeds should address a 
claim to the Exchange Agent, Central Registration Hong Kong Limited. Rooms 1901- 
5, Hopewell Centre, 183 Queen's Road East, Hong Kong (who has been appointed by 
the Trustee for the purpose of receiving and processing such claims) enclosing 
(wherever possible) certificates for die appr o pri ate number of HongkongBank shares. 


For ami on behalf of 
HSBC Holdings pic 
RG Barber 
Secretary 
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www.financewise.com 


The Internet’s only dedicated 
financial search engine 

Powered by IBM 
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?H15? ^5? 5 ,iy ^ NEr profits increase b% to £16qm 

Burmah Castrol plans 
£250m for shareholders 


By Virginia Marsh 


Burmah Castrol, the 
lubricants and chemicals 
group, yesterday announced 
it intends to return at 'least 
£2 50m to shareholders, 
prompting a sharp rise in its 
share price. 

Burmah said the move 
would almost certainly take 
place after the abolition of 
advanced corporation tax in 
ApzH 1999 and that it would 
decide on the mechanism 
nearer the time. The com- 
pany, with a market capital- 
isation of about ELSbn, also 
announced better than 
expected 1997 results and 
ambitious expansion plans 
for China. 

The shares closed at 
£11.70, up KB per cent, after 
climbing to a high of £12.04. 
up 9.3 per cent. Analysts 
said the market’s reaction 
reflected relief that the com- 
pany did not intend to use 
surplus cash for big acquisi- 
tions, pointing to a disap- 


pointing record in this area. 

The group weathered the 
strong pound and the finan- 
cial turmoil in Asia to report 
an 8 per cent increase in net 
profits to.E160.2m (£148.7m) 
on sales down 4 per cent at 
£2.94bn (£3.06bn). Pre-tax 
profits were up 7 per cent at 
£2 79.7m before exceptional 
charges of £42 m. These 
mainly related to the reor- 
ganisation of the group, 
which is retocusing on its 
Castrol lubricants brand and 
on speciality chemicals. 

The company said the 
strengthening of the pound 
had reduced operating prof- 
its in translation terms by 
£42m. At constant exchange 
rates, the increase in profits 
would have been 23 per cent 

Analysts upgraded their 
1998 net profit forecasts by 
£5m-£10m to £150m-£155m 
and earnings per share of 
about 72p, for a forward p/e 
ratio of 16. 

Tim Stevenson, who 
became chief executive last 


Blue Circle may 
spend £500m as 
it eyes east Asia 


By Jonathan Guthrie 

Blue Circle Industries, the 
building products company, 
said yesterday it was willing 
to spend up to £500m ($835m) 
on acquisitions. The com- 
pany is keen to expand in 
east Asia, where the eco- 
nomic crisis has cut the cost 
of industrial assets. 

Keith Orr ell- Jones, chief 
executive, said: "The Chi- 
nese word for ’crisis’ is a 
combination of words for 
‘opportunity* and ’danger’, 
but we see more scope for 
opportunity than danger.” 

However, he warned there 
would be a sharp deteriora- 
tion in trading in two impor- 
tant markets. He forecast 
that volumes of cement sales 
in Malaysia would fall 30 per 
cent this year, 10 percentage 
points more than expected, 
as construction slowed. 
Meanwhile, fierce competi- 
tion in Chile would cut 
cement prices 20 per cent 

The shares fell 25%p to 
368%p, as analysts cot 1998 


profits forecasts by some 
£25m to £330m. 

Mr OrreD-Jones said Blue 
Circle, the world’s third larg- 
est cement producer, could 
spend up to £200m in east 
Asia. It was keen to expand 
in Malaysia and the Philip- 
pines, but would steer dear 
of Indonesia because "struc- 
tural problems there are 
more deeply seated than in 
other economies". 

Asked whether Blue Circle 
was considering bidding for 
Hepworth. the UK building 
materials company capital- 
ised at £583m. Mr Orrell- 
.Jones said: “We may choose 
to participate in the consoli- 
dation in European building 
materials, but the new man- 
agement should have the 
chance to deliver." Blue Cir- 
cle is believed to be negotia- 
ting to buy a controlling 
£330m stake in Heracles Gen- 
eral Cement, Greece’s big- 
gest cement producer. 

According to yesterday's 
results, gearing at end-1997 
was 18.9 (0.1) per cent. 


COMMENT 

Blue Circle 


For Blue Circle to be lam- 

basted because of its emerg- B,ue l ' ,rc * e 

ing markets exposure seems g ro ptoraMroioBw 

unfair. Shareholders would n* Ai-Stare index 

hardly thank it for sticking 

to mature markets where 

growth in demand for cement ««> MiP uM. 

runs at below the rise in |*|r »%i 

gross domestic product. But ioo|_ IlL — 

the downside to venturing 1 W 

further afield is the odd M V 

financial crisis. Blue Circle's " 

interests in Malaysia will not ^ , m 

escape the severe downturn |l 

In demand there. In Chile, IVjjp 

Blue Circle’s other main tol IlISj 

emerging market, buoyant 1837 08 

de mand has lured in competi- *wra«««ww 
tion. Hence the fall in prices. _ _ , . _ 

But yesterday’s 7 per cent tumble m Blue Circles share 
price on these two black spots is overdone. Malaysia for 
instance accounts for only some 5 per cent of Blue Circle s 
earnings. In fact, a greater worry for Blue Circle is that it is 
lagging behind rivals such as Holderbank in diversifying 
further into emerging markets. The concern is that the 
company may choose to spend its £500m war-chest on buy- 
ing more expensive European businesses, such as Greece s 

Heracles Cement- , . . .. . 

The company faces another strategic issue in its heating 
business, where it either needs to get big or get out Given 
the business’s returns on capital - 105 per cent compared 
with cement returns of between 18 and 24 per cent - Blue 
Circle should consider doing the latter. 

More Group 

There is nothing quite Uke a contested bid to wake up 
shareholders. Yesterday’s bid from the privately-held 
Decaux for More Group, a British outc^adverfemg^i- 
pany, should expose the previously agreed bid from Clear 
Channel of the US as shortchanging shareholders.. After < ah. 
even Decaux’s offer - worth 8 per cent more- -rtUvalues 
More Group at an unde mandin g 10 hmes forecast 1998 earn 
ings before interest, tax and depreciation. ^ 

However, shareholders salivating at the prospect of an 
Energy Group-style bid-battle should note ttatDeramcstad 
may well be referred to the Monopolies and ^^Com- 
mission. Although Decaux’s and Mores ° 

the total outdoor advertising market is some 24 per cent, 
within the street furniture segment it is 
Decaux’s overlapping UK operations are worth between 
and £10m in sustainable savings. This wiU provufe some 
extra firepower over Clear Channel, but probably not 
e^h to tonpt shareholders to hold out for the duration of 
an MMC inquiry. 



month, said pre-tax profits 
from Asia in sterling terms 
would be lower this year 
t han the £99 5m achieved in 
the region in 1997. 

As well as the sharp deval- 
uation of regional curren- 
cies. profits would be lower 
because of the cost of 
expanding in the large Chi- 
nese market. 

Mr Stevenson said. “We 
intend to become the leading 
foreign supplier in the 
motorcycle market,” Mr 
Stevenson said. “There are 
already more motorcycles in 
China than in Europe an d 
North America combined.” 
There were about 28m 
motorcycles in the country, 
with the market growing at 
about 8m a year. 

Mr Stevenson said the 
group aimed to sen its share 
in a Pakistan gasfield and 
some fuels businesses. It 
recently sold its liquefied 
natural gas business and last 
year sold several other non- 
core businesses. 



Decaux enters fray 
with bid for More 


Brian Hardy, finance director, (toft) and Tim Stevenson: announced 
ambitious e xpairion plans in CMna Snead Lynch 


By Andrew EdgecSfte-Jotasoo 

More Group, the Adshel bus 
shatters and More OTerraH 
billboards company, yester- 
day withdrew its recommen- 
dation for a £M6m takeover 
by Dear Channel of the US 
as Decaux. Mote's long-time 
rival, confirmed a £475m 
($793m) hUL 

S hares in More rose 
another 20 p to £ 11 . 42V. on 
news of the bid, which val- 
ues each share at £ 11 . 10 . 
dear Channel, whose inter- 
ests span radio stations and 
outdoor advertising, said tt 

was “actively considering” 
its reaction and urged share- 
holders to take no action. 

Jean-Francois Decaux, 
chairman and chief execu- 
tive of the family -controlled 
French group, rejected sug- 
gestions that Decaux’s bid 
was merely a spoiler for 
Clear Channel or a means of 
gaining access to More’s 
financial and strategic 
plans. 

The two companies bad 
discussed a possible merger 


of their UK, French and Bel- 
gian assets as long ago as 
1995, he said, and Decaux 
had been p lanning far some 
time to start full-blown take- 
over talks. 

Mr Decaux met Roger 
Parry, More’s chief execu- 
tive, yesterday morning. 
“We told him he would have 
a significant role to play in 
our family busijbss.” Mr 
Decaux said. “We need a 
tough manager to grow the 
business on a worldwide 
basis and as. an Anglo- 
Saxon parson he would bring 
a new culture Into the busi- 
ness.” 

Mr Parry recommended 
shareholders no action 
“pending clarification of the 
regulatory issues surround- 
ing the offer" - reviving con- 
cern that a Decaux bid 
might not be allowed by HE 
competition authorities. 
More added that It had to 
“deliver maximum value and 
certainty to shareholders”. 

The two companies control 
88 per cent of the UK market 
for advertising in bos shel- 


ters and public conve- 
niences. 

They also control almost 
all local authority street fur- 
niture contracts. 

Mr Decaux said competi- 
tion authorities should look 
at the entire outdoor adver- 
tising market in the UK, 
where . More has a 21 per 
cent share and Decaux 3 per 
cent 

He added that there were 
already serious inte rnati o n al 
competitors in the UK, such 
as Wall of Germany. 

Decaux’s founder, Jean- 
Clande Decaux, told Le Fig- 
aro in December. *Tm cer- 
tain that if we did decade to 
piakfl a bid [for any Euro- 
pean outdoor advertising 
company], the competition 
authorities would consider 
rd acted In a destabilising 
way «r>d I think they would 
be right” 

Decaux said Jean-Claude 
Decaux’s reply was related 
to speculation about a 
possible bid for Avenir, the 
French group - and was 
three months out of date. 


Hambro International Finance B.V. 

NOTICE OF A MEETING 

of toe hoktare at the oufctandtog 

LUF 800,000,000 7% per cent 
Guaranteed Notes due 2003 

of 

Hambro i n ter na tional Ffriance B.V. 


NOTKXB HEREBY GMBN that a Meeting of the holdam (the ‘NotoheUan'l 
of tiro above Noin (the notes’) Is convened by Hanbio International Firanca 
avjteXBmp>rV)iotefifl«atttooSc»ofKr«Sefcank&AU«Brtaoir- 
gaofce tt 43 boutomd Royal, L-2955 Lumboug on 22nd Apri 1996 at 
ZOO pjtl (tiaamboug time), tar toe purpose of considering and, If 1tw0t fit 
passng ba resolution a* out below which wfi be proposed by baQompany 
as si Extranrteiwy neottuticn In accordance wfch be provisions ol the fiscal 
agency agroamut dread 12ft JUy 1993 (b» "Fiscal Agamy Apraawmn 
between the Corresmy, Hrenbros PIC and Kredetbank SA Luwmbougoofae 
(the ’Rectt AgenT) retting to the Notes. 

Extraordinary Ftesoiution 

Thtt bb Moating of tha hoWera (the HaUhaUmnr) <4 the ottstandtog 
IJUF moreo 7% P« cant Gueramoed NolM Am 2fXQ pto VtotaVT of 
Hanbo M vn dkxi g Rntna 9.V bauod ptnuam to a facto agency agree- 
ment cfawd i2ih JUy 1083 (too Thecal Agency AgreetnartlT, entered into 
between Harntxo IntanaOcxia! Rnancs B.V, I tortawPUDandKwdtetbankSA 
Luxarbougeotae (as fiscal Agent) hereby: 

(I) sanctions avSappowB me eaiV ia*¥*nantof dl offha Nates $ut notacina 
arHtfmttefitaMrffladsmpttaOBaCBsdefhadbabiwlattfMfMcade- 
safbad below together with Herat accrued ki acoontonoa wtti ihaTanra 
and Condtiona erf the Notos, al si^act to CondUon 5 of the Notes. Ta 
price at taNchlta Notes sltal bo tapaU stall be tha h0w of par and tha 
Earty RedetnptenPilcelasoeBotMdbetowll wtaaM a d eBapereenaBB 
of«acfiUjF5D/naa*ic^afaTiouriraflfwNotniaundsdtoifnadaoliiat 
pbcos, 0IJ0O5 being ratndsd upwards). Tho Ewly Ftademplion PricorfiaB 
be ascertalneid by the Ftari Agent as ri lino un. (Luotenrijcug tew) on 
the Biabasa Day blowing tha day on wNch •« ExfmoRflray nwoknlon 
spa£38d (the ThkoDetoVUo Early RndenpionF^te she* bo dBtsnrtned 

«s tha mm ol the deootrtod «vka« of al *Mn pajmoms of print^W and 
fntorBSi due cn eaeft LUF SqoOO principal amn of tha Notes as a me 
FtangMafetaaDoniedlraeraBQ.'niadfBoomraMappiedtoaacliOBsh- 
fcw shal be taapoMad 4wn tha yWds to mahiriy on an rnwri bane of 
apt» o a b tobM U «n a t h. e Md lncotiieaatajrillaalwjaelbytfwBBHaien6a»- 
awienfflba'nBW O aiiai nM MH f VlaMCwwT.Tliawtoa n tD CM Gon- 
menl Vwd CUiw ohaS ba obtekiad tan Iha REUTERS screen BQMK A 
1 1 SO ajra Uraraboug ttma on tfio Hang Data. Such early lepaymert atari 
ocar on the rido Mng on the feuteerth calender ttey totorina the day 
cwiwhtothaEximo nJ^ Reeolutfanlapeatadpa'fiwbadftodemp- 
DonDato7 hot wfera such day snrteBusInBwD^suftnoswmenlah* 
be postponed to the rent Biaineia Day. PonhapurpoeescrinisnostAj- 
tioa *Buatom DaV meant a day on wHcb bonlta am open far btabma 
b tiaambcug; Brusssrh and tendon; and 
F) sancttoriB way bregation. mo ri ttetf ln a cotryo ma e or a n e ng wu anf In 
mooed o! me rights of the Notetaldara end ttw hadera of ftie cowans 
appertaining tiiorato agakw Hnrfero btondlonal Rranca R\( InctMd In 
qr moulting from tha passing of ihb ReeoWion. 

The Reeofcilcin.tIpas3al.wa Boat*) Ihe Company lo mako an Boiiyraderip- 

tion d afl tta Notos outstedng a MbUmar price shea ba Via higher d par 
and m* Early Bettoupllon Won The Eariy fifldBrrcticr Pitoi wl ba detmnad 
on the Busbasa [toy Wowing tire day on wWcfi the BOnutAwy Rasoiutmn 
b passed, and the Notes w* be redeemed on the dtAaMrig on On fouteenth 
cafcntlardayaffarlfia6a atb >«iyflB80baoniB{ia3satf(br)ftfw<ionoiaaa»- 
ness Day, on tta next Busbass Diy Bwaalto). Aa soon as b pmcUotfcb after 
the deternibBilonrftteEaiVRedEvnplionMcatteODmpanywl notify M 
Niriahcritian ttf ba prfa tri whkft ttb Notsa «ci ba radeennl and itw (Us of 
the Ravtaed Redteniption Data. 

For ■uotrative purposes ortyii tha Earty RademnUon Plica had been requfced 
to ba daaantned end seated on 2SfhMacMSa8 (the btest practicable data 
priartepublBat)mof#*Noil06»ihe^togeriien»iftaiwutoWa8*iteamtw 
payatM per LUF 50000 pibapal anurt ol Notes woUd ham beer UXTGU451 . 
Tl»tiaonBonotNotaiioldarsisportiedla^diai»ntotf»q£Jt«yniBtjurBdfcr 
tha Ueodng end lor any adorned Meeting which « aet »Ub paragiaph 2 d 
-Vbtbg and Quoiurr below. 

Copies of tha Racal Agency Affwnerx (bdudbg the OMnrtfy applcabte 
CondHoRs ol tha Notes) and the Amuoi report and Acoutstartheymr wbad 
3ist libBSfi 189T tor the Oompansr an awalaWB (or bspoetoi by NUataldas 
at the spoofed office o) the Fbcal Agent set cut beleM. 

Voting And Quoruan 

1. A NobhoUarwbhfc^ to otffindsnd irate at the Meeting bpatson must pro- 
duce tt the Meeting euner the NcnM, or a vakl v&stng certfflcate or nid 
voting cortbcttes issued by tha Facal Agent rataing to ba NctefaJ, i>(»- 
spaa of HAbh he wishes to wta 

A NotBhokler not Mshhg to attend am veto a the Meeting in petson may 
either deherHs Notes crvobo aertacaMri «□ me person tie nehe&io aland 
onhisbtftariorglwawUngoWuialDn^aiMibobaMtcUanfljmTatai- 
able ftom the spedled otHce of the Fhcb Agert sat oU bekM) instncSng 
the Fiscal Agsd to appoint a pray first note at the Meeting h actndenca 
uMihtahstiucttans. 

Notes may be depoGUed wtth tha Fiscal Agent or fe> the aattstaaion of the 
Fbcal AganQ held to «s onder or wider Ib oontml by CacU ftrtt socMfti 
anonyma or Motgai Guanray^ That Company of N** Vbtk. Btussets odBea. 
as opEsate tri the Euodear qfSten, or any other parson appcMtri by «, tar 
lhepupaeaorobtBbtnai«lirecettffiadBs.ghbgvofrabstructiansni9- 
spect of the tebtiw Meeting or obtabkig pwdra, not War than 48 tout 


mrt: of such MeatineB. Notes so departed orheld not ba labased untt 
the eerier of the oonesobn of tne Mooting (or, If apptadslA any BOfounmert 
of sutb Meettntf, and (ha sunandarof me noting oanneataft) <x not ieaa 
than 48 hows baton the time lor which tha Maattag bo if appfetfcla. any 
adoummant of such Matting) Is convened, tha wribghstnicttaiiocbptW 


ttT»babgou Bta na»ifl.lfwWibtrfanhouffiomttwiimBg)ffidfcrmeMeet- 
fcnacuoAihisnot tweo ntltwl Aa bg ih al et arbaclixsTiBdBraumpqtxl 
mt bbng less than 14 d^a nor more than 42 days, and to auch time and 
ptox; os may be appointed by tha Chairman of tha Meeting, tt lent tan 
d^’ ncbca ofitw Me o tbfl adoumed through watt of a quommahM be 
given b the same monntr as for the original Mooting end eueh node* shall 
state tha quemm ieqt*ed at the adourwd Masting tt su* adoLmed 

Maebng the quonen shal ba two or mora petsona praaart b peaon hoUng 

Notes or voting certtficataa or being ptoKteawbatavar the ptbdpal amount 
of iha Notes ao held or npnrs !*Ki 

a 6wy question submbad to the Maetbg w« bo deddeO one show of hands 
unlags a polts duty danended by the Chairman of the Moetbp O' t he Conv- 
panyorbyonoormareperecnshofdbgonoormQriNotasorvoenflcenS- 
kates or bebg pnades a«f hoUng or rapteoaming b tha aggnoba not lew 
mat or»flftMh part of the prindpei amount of the Ncaea lor natifnababg 
outstandng Ona dtow of hands away penon who is pasartt b penonm 
poefucos a Note or vottng certHcba or b a fctnwy aha9 ham one vote. On 
a pofi every person who la so present sfafteve one vote b raspect of each 
LUF 6OD0D pmdpal amourt of Notos so produced or mpnientad by tha 
votirw cadfleate soVoducad or h mspoa of which he is a prcocy 
4. lb be passed, the Bmatatanory Fteeotutton ta^ilras a majority b femur 
condstbg of not less than dwe^nten of the votes cast. If passed, tha 
atbURteeryflesoUfonirfbebMngonaBtfwNotsholdaraL whether or 
not present s such Meeting, and upon al tha hofcfera of the Coupons ap- 
pertaining to the Notes. 

Fiscal and Principal Paying Agent 

KmOMbarlt SA Lmrrbcugeoiaa . 

43. boutood naval 
L-2955 Luwrntocag 


Hambro i n te rna tional Finance B.V. 

NOTICE OF A MEETING 

oMfte hoidaat oftha aasttndng 

LUF 800,000,000 TVs per cent. 
Guaranteed Notes due 8004 

of 

Hambro international Finance B.V. 

NCmCEtSFB^fflYGaVEN that a Meeti n g of be hefetoa (the ‘W u tel i oklsrin 
ttftha above Nona Wotea^ it convened by Vbmbro Mematbral finance 
avtlhaXonyiiOtabahaldbbeottCesofKiactelbarfcSALuxBiriboun- 
gootae tt 43 bodavaid Royal, L-295S Luxanboug bn 22nd April 1996 at 
Z45pjti^aarnflou^OT^orttauibtlrr M fftta it lte«itoltt M lbB ro raaned 
bieapen of be UJFBOO^OQjra 7% per cot. Guaranteed Notes due 2Q03 
of be Oonwv shal have been oondudad oradnaned. far tha pupoae of 
oonaidaring and, I ttautfv ft. passing 1 be naolution m out below which wC 
ba prapoaed by tha Oompany as w Exoeonirtey Raaofcition b aocoitfanoa 

wtfi awprowrtxM of be fiscal ogancy agsament ohtad T5bBfa«Tflfy 1894 
(ba ■Hacal Agency Agiwaf) batwaan be Company. Hmfaroa PLC 
sti Kndeitaric SA Uawdn^BOtaegv'nHttAgHri nltttigloihB Notes. 

Extraipnfinay BatnhtHon 

That bia Meeting of be hoMera (the HotohotdwT of ba oustantlng 
LUF aOOJXKUXXJ 7'h percent. Guaranteed Notes due 2004 pw "Notea^ of 
Htefam btamadongf Franca GU nsuBdpmaMeatEKalagnyaspHnMnt 
dated 1581 February 1964 (pie Ttecal Aganey A w a u i a at i r). emared Into 
between HsrribmbtemationdFbanceUV,HSTiba» PLC and KratSahsASA 
LunmbougeQbe (pa Rsctt Agent) henby: 

(1) sanctions and approves bo eaty iBpoyinert of alof the Noses fx* not some 
only) on be Ranted Re d e m pti on Data jss defined bdow^tt be price de- 
•atoad beiqw tognthw with InUvwK acxnjed in accordance with ttw Terms 
md CtndVbns of the Notes, al subject to CondBon 5 «ftt» Notes. Tha 
pdoe tt which the Notes shal be repaid she* be tha Nsher of par and the 
&riy Ra d an p Ucn Prioe da u ofaad bafaw) (■tpra sa a d as a pereenlaga 
e# each UJF Sdooo ptbCfatt amourt; of tha Notes maided to thnre dactawl 
ptacea, 00005 being rounded upwerta). Tha Eariy Redemption Price atwl 
ba a sc ertai n ed by tha FiscttAganftegt tlJEDam. (Lucanboug timej an 
thaBiahea DayfatoMngthe doyen which this Bdraatftaiy Resofcttan 
ls twtt l||li>V hl i m DttJ). , nit&VHa d Bn sri cnftfaaahalbadBfa nr l n ad 
asbasun ofba dboouted wfcres of al tsua paymanla of pribipsl and 
Mwatt due on each LUF 60X100 principal amount of ba Nolas as tt the 
ftangDabMwaccttretfbtBwsAThsdfacotrtnfl a anpiBdtoaacftgaah- 
float rial ba bterpotaHd tam ba yWds to mttretty on an anrel basta of 
Bpp aju i i MBbanchmarKfciad l ncomBaacurtBestBauadbytheSalgtanGov- 
ammentltha'VHMCtew wnu ntVIateCurvwiT.'niarelreanlBatGovBm- 
msot Yield Cum ahal be obtained Horn be REUTSTS screen BBBMK tt 
llXOam Ltaambeugiir7»onboBttv£toat Sucftaafy mpajmtrtshal 
occur on the dtta lateral on ba tourteenb catandar day fclawfag tha (fay 
on wNchbia ExtmadrteyReaofciflcnispaagcd (the Tl m te ad ri e rtnm i 
flBnPaldTtbutwhsresuchdayianotaBu ri na w DB y .auchwpsyniatitah a fl 
bepoatponadlobanaxtButtiaraasyFdrtfiepupooBsofihfsnnoiu- 
Uorv U u tet eaa Par* maanaadty on wficftbttflareB open far tstewaa 
inUttsmtaug. Bnaaete and London; and 
(3 sanedons wary abmgatton, mcxiScaBon, compromise of arrangement h 
respect of tha rights of the Nrtatofaem end be hokfen of iha coupons 
appertaining ttwato against HwnbtD IntemaPontt Rnance BAt tnuohad In 
w teaullipg horn ba posing ol vte Rasohataa 
TTvjBesoiutKri. If passed. wS oriole the Company bmalca an esrtymdwnp- 
Don of al be Notes cuttandrig at nblchover price shaB ba the Ntfw of pv 
end tha Gariy Redemption Prica TheEtey Radamprion Prfaa wl badttsmttted 
on the Budhsos My tofloateg ba dsy on abiefi tha Banotcbvvy Reeofcifcxi 
fa passed, and Iha Ncries wi ba redmmad on iha data faSng on tha fourteenth 
cttendardsydcrbBBttmadnaryRaaofcsIanlspasaadfarlfihabnotaBuri- 
nwBDtv on ba nett Business Dtorthereaftar). As stxtn as is pmcficaUa after . 
be tManteation of the Bariy Redemption Pace, tha Company wfl notify bo 
Notaholdam of the price tt which the Notes wffl bo radeemad and the ctoa of 
ba RsWsed nadampdon Data 

For Buatntivo pupow» orty. S ba Earfy Redemption Price had been req^red 
to be detamhed and aetted on 26b Match 1999 (ba tatest prsttteabie data 
prior to piMcatian oUNb Notice ben, togeflwvtth accrued Merest, be amount 
pq«bla per UJF 5DJQOO prtndpel amout of Noter wodd hare been LUF 56,754. 
Tho tttantion of NotahcMare is pretiaMy tine to tha quotum naqured for 
the Meatfag and ter any atfloomod krieering which is att out in paragraph 2 of 
‘Voting and Quotun* betow. 

Copies of the Flacal Agency Agreemert SncfctcSng the currandy epptcabie 
OsnoUats of the Notes) and ba Anvriftpoitand Accourteicr theyoarandad 
3181 Mach 1997 far be Company an avaUrie tor Inspection by NotohotiaB: 
el be qMCfliad offloe of ba Fiscal Agant sat out bafaMi 

Voting And Quonren 

i. A Notehofcfer washing to abend and voas at be Meeting in pasonnaatpto- 
duca tt ba Mealing either the Nctefs), or a toM voting cenHcate or veAd 
voOng cartfcatasbaued by the Ratal Ago* r ob titg Saba toteftf. in m- 
sped of which ha wishes to vote 

A Notahotdar not wishing to attend and vose tt tha Mooring in peraon mq 
etberdafecr Ns Notes a’vrtng eertKcatatttobe pasan he wUik to attend 
cnhtebentety^veBvrtingin8tiucfcn(Qriav«fc:-;insmjdtiontamiav8*- 
flbte tom be speettsd otdee of bafiaca Agent set out baton) tettudhg 
be Fisca) Agent to appoint sproocy and vote at baMeeftig in acctwctorca 
wfb his instructions. 

Notes may be dapoettad wtti be FiacN Agmt or (to ba sttfahetfan of the 
Fiscal Agent) haid to tta otoar or under Its corteri by Cade! Bo*. aocHM 
anonyms or Morpan Guaranly Trust Comsamy of New "itorK Brv«aal» o®cr\ 

aa operator of ba&sodaar system, or any other p ar so n approved by H; far 
the purpose of obtaMng voting c e tl B c tt M,ghttngw»fingtoteiJcfloria In re- 
toect of be reWfire Meeting or obtalnttg pmuresi not teMr ban 48 fuss 
bstobettnwappa)rtedfarhdtSngthaMMirgfaiiif>n3fctelB,8iyadiaunv. 
mantol such Maating). Notes so depadtodorhefcl wri not beretoased wdl 
be eartaral ths conclusion of be Meettog far. a applcttte, any adfaummnt 
ol uch Maotto^, and Iha surrender of be wring cortfcreafj oc not lees 
Ihwt 48 hears baton be flw lor wMch be Meeting W If appfcabte, any 
atfloummart of such Masting la convened, ba voting instiucitor receipts 
iasuad In respect baraoL 

2- Thequorum required ttba Masting is two or mom prow present fa peraon 
hokflng Notoa or voting oertfiettaa or bafc^ pradasand taidrn or tapreaer*. 
tog In tha aspagaa a dear msforty to principal amcuit of^ be Notes far be 
fima batogoutsandtog.Hwihinhalf an hour torn bo tfcna fared farba Matt- 
ing a quotun b not insert ba lining shofl stand rejourned tor such period 
not bahg less bon 14 days nor mtaa bvi 42 (toys, and toaueft lima and 
ptaca. as may be appdtoted by be CStSrman ol be Meaflng. M least ton 
daysT nottoa at the Mealing aefounnad ttmugh want o( a quorum she! be 
gfcren In be same manner aa far baorignal M e eting tnd such nonce shag 
Bate tha quaint tequhed tt be atfloumad Masting, tt such adfouned 
M e atfagifiequonwisfMlbbtwoorffCTspaBoraptaantinpBrsothoHria 
Notes or young certOcatoa or being prettaa whatever the prindptt amotn 
of be Ncsee so haid or represented. 


Hambro International Finance B.V. 

NOTICE OF A MEETING 

ol the holders ottha outstancflng 

LUF OQOJOOOJOOO 9 par cent 
Guaranteed Notes due 2002 

of 

Hambro international Finance B.V. 

NOTICE BHERBV 1 GWEN bale M ee ting ot the hofctora the HetettoMasen 
of be tttoue ftfaln (flw HoiesT is convened by Hstrteo Wamsfional flhanoi 
aUflto‘OBatoeny)tobehatottthatiOcaofKretiMlrerttSAUxnmb(ar- 
gsdsa ar 43 boutauad fioyd. L-2955 Luamboug on 22nd Apfl, 199B tt 

330purv(Uiio8rlxxigtirt«iorttsudt ft nBb u re dhr asthBMetttiflccnv8ned 

to npect cl be UJF BOOjDDOjOQO 7W par cent Qjarartaed Notes due 2004 
al ba Company she! two been condudad or adfounad, far the pupoas of 
ooratdvtog md, ■ bou^t it pasatog be reaofcjflan tret ou below which w« 
be proposed by tf» Company » in Ettreotrinery Raeoiulton fa actxsdance 
wflh ba provisions of the fiscal aganey agreamant dated 3lst March 1 992 (be 
Tluctt Agai icy AgnaamanT) between be CotnpgTyHsmbrosFlC, Barque 
ktissuE Luwmboug SA tuw InMn as DM Agdooie IntfaBUK Lurembou^ 
ore TtocttAaerfljnd QttfiLyonnabLiBWtaigSA. MhbeFteelAgart, 
Dgetter Vtsytee AgenSe? retetog to bs Notes. 

Et ttt ttPtiB n wy H aste iM on 

That bla Moqring of the hotders (be *NotehoMars^ cf tha ouistsndtog 
LUF eoojoooooofl per cant. Guaranteed Notes due 2002 (be WoteOof 
Hantm Irtnnwtional Finance &.V isauad pureuart tn a ttucal agency a^tie- 
tnart dated 31st March 1902 (tf»*rtaott Aganey Agraemanr% artttad Mo 
tretwean ftenbiD httomaitorial Ftoretoa A V, Hsmbros PU^ Btttque ktdoause 
Lmmtxurii&AtniwIramnCtft&AgricatolndaBuKLunmboisdNAFfc- 

cal Agsnt) and Cr6dtt Lyomtt* Luwwnboug SA horaby. 

(1)sancdcms and appmms beeartyrapa^Tnant of alof tho Notoa £ut not same 
orty)anbeRavtoedR0demplionDBiB(asdaWndbttaw)tt1hBpriceda- 
aortoadbreow together wfb totarett accrued to acco ma n c a wflh the 'ftrme 
. and Oondtfara of be Notes, at attract io ConcHon 5 of be Nttee. The 
price tt wbfah the Notoe she# be repaid sfrefl be the higher of per and ba 
Earty RsdampBon fttoa deapfaed bataa^ (SKpwasBd aa a pamantage 
of each UJF 50^0 (atodjpto amount of the Nates mutded to three dectoitri 
places, fUXD5batog rounded ttowani^. Tha Early Redemption Wcb ahal 
ba ascaiiatoad by ba Fiscre Agam astt 11 JJO ajm. (Uwanfaoug firefl on 
theBustooos Dw fatastogba (toy an whleh Wa Beaadnr/ ftaooUton 
h pW Badpha TTtta tPtea l lhafa^ftedcmptionPtteettidbactotombad 
as ba sun of ba tflsoounlad vafaea of al futum ptemenla of prindptt and 
totamst due on aachLUF 9^000 pttoefatt amouit of be Notes as tt be 
Ffetog Dtta Ira acauadtotsrasQ. The dtaauv rate applad to inch cash- 
flow tttf be irterpofcfed fan be )Mda to matufly on an annual basis of 
approprtsto banefs rrerttteBdlncomeaacuMBsbauedbybBBelgtiGov- 
B n snBrt . ghsTBEM ttu iia na iianl'nsIdCiaiafV'Thsu te v are BGM Govern- 
mart field Curve ahal bo attained torn the HELTTBT9 semen BEBMK tt 


near on b# date Mtag on the touteersh calanttor day fcfcwtog be r% 
on wtabihteExtmadna^ Resolution h passed (be Ti awlead R edaa n p- 
fion DteaT), bUwhareouch day la notaButonaMDsy, auch repaymsrt ahal 
ba postponed to tha nM8ustoesa Day For be puposes of this Resolu- 
tion. ’BwteeaeDmr means a day on which banks are open far buwms 
to Luremboug, Butaab and Lenders and 
B aanotlons ewty abregafloa motWcatioa comptomtoe or aiangamant In 
respect of the righte al be Notehoidam and be hoktont of ba oottoona 
apparttintog barato against Hambro totemdonsl Hnanco RV£ tovoWad h 
or rereAtog fiom tho pasatog of this RaaoUtan. 

Tire Rasduttan, If paaaad, «■ enable be Compwty to mala an oafy redem- 
ption of alba Notes outstanctoutt wMchavor prioe shaS ba the Wtfiw of par 
ttttttoEariyFMenWton Mo* The Eady Redemption fttaawi be datoRntoad 
on tha Oretoan [tty fokmtog be day on vrffch be Boacrtewy Rsaduflon 
la passed, and ba Nofaat <** be redoomad on ba date Mng on tha fcutaanb 
ettandarety after (naSamon* ar y NMotoftontopaaead farfftnu if note Buai- 
nassDmi on the nett Bustoaaa Day tha wn f te V As soon oats practicable after 
the determination of the &rty Rademptlon Price, be Comparw »■ unify be 
Ntttttoldsra of the price at aMch the Notes wl be redeemed and tha data of 
the RevtaadRedentoten Data. 

Fbr htenttre purposes on^ B tha Gsriy Radamption Wee had been required 
tobed o t a m*Bdardastaedon2tthlMtowii lBaBWwina««tHmBflR #^f rt pim 




The tttendon of NotsfiolclBoi Is pretfcjAsrfychawi m be querum reaukad for 
be iteattog and tar arty adjourned Meeting which watt out to ponnreto 2 of 
Vdng aid Quorum* betow. 

Voting And Quorum 

duceatthaMttd hgalharbeNcteW.(saw8dwoitogoertttgtt»orvafld 

A Nctehoidar not wtshtog to attend nil vote si ba Maottoo to person new 

a g^^. te «^«<^^^aftfreMaeltogha«ord^ 

«n he raructions. 

Netesmw badaposisd wtti efther Paying Agart or (to ba safefaetten of 
such Psytog Age^ held to Is oator or undarteomM byCedal Bto*, sodM 
S^222^i^S2Sf5S!? yT,,ia ^ QwtpttVofNawlferfaBnJBBtteoIBca, 

sss^ffiRsaaEBBSssasE 


i whatever the principal arrant 


3. Bteyquasttonsubmllisdto be MaettogvrfftedacidBdanashowQf hands 
urjasaapoiiadttydsmandadbythaaiteTnanofbe M Bet tn gtirt f wOom- 
pa^orbyoneormorei p areonaholtitoflortocrmtwNcSBBcrvottogcartlf- 
tcMBaoraatogpmttaaandholdtogoriBpiBaBr l to g tothBaaawBaanoHaM 
than ona-fiiiab pat olbaprindpsl amount of the Notos farba time being 
OUstatotog.cn a sfw of hands evoypacaan who to present to pereon and 
isodueas a Note or voting certfltoafe or to a pnwy shtt have ana vota On 
a pal every pwonwhoBso present shel here one vote In respect of each 
LUF BOJOOprtodpal amount of Notes so produced or mp wso ntod by be 
wttng eartaeae so produced or h raspect of wtseto he h* prwy. 

4. Tb be passed, ba ttokaotdtoary Rosofatlon requfcas s majorty to teour 
cpnatetog of not toss ban breequartore of the vein east. V passed, the 
Btoandtoary Raaotutton wl be btodtog on si ba Nctotooldea. whether or 
(ucprnant tt sub Msoftog, and upon af the hofcfcn of ftoCOuparaqs- 
pmlning to tho Notes. 

Hacal and Principal Paying Aoent 
KadWhankSA UawmhnugaotBg 
43, boutowret Royal 
L-2955 Lunfflbaug 


^T:. 1 oaporeMoor ^ rwa w not wtoased ism 
cf ba Maafr^Q )or. Vapptatolfc aryaegounmant 
***^^8^ sunenctecrttw vtSino ccrtBcatetol ac not Iasi 

ban 48 hnn bofareba time tor wMeft tha Meadng lor. aapplcabto, sw 

gd°uijrrteitofai(bMaBftog)iaatnvene(ttheuoftogto8tnj^Siw3^M 

2. ‘^9 u “ ^ l *^ lil| 8dttb BMatt toBlstaocrmorei T e raww pwaeriltopanon 

noCTngN c^orvcfln gcartfcata6orbaingF»ndasgxJhofcbHorrac»a6an- 

y* 8 ^» H g«gMae< ^matortty to fxtrkai amount of tha Notes far the 

^bttegcuBtmdtogVNrihtohairsnhou’ttorntfisftmtadfartrieMteS- 
tog a quorun to not preaantba Martig ahal ttaid adtaurwl farautto pwtod 
ntt b etog law than 1*^ nor more than 42 days, aid to auch time atd 

**, !*“*£? a PP°* ltBd ^ tfla Chairrnan of the Masting, tt least ton 

flfvan to be sane maraiar as far be erjotortMaaftop ana atohnottaattirf 

s^uausiasssbfh'stts: 

F^^ ^^.P ^^.^^dtflrggrep rea a ttiu totfWMMw^iiMtewr 
amotrtolba^ Notoatortfreflmsbte? 

pnxytega Mrieor wattngcarafcaSBorlgapKa^ghal havaonavote. On 

“JfSWWprt^palw^ol Nctea so paxlucaOormprasartedbytfiB 

^ “ malotlly in ttosiaur 

ponjbttjg of not tow than bras fatrtos of the votes care, tfossaad. tha 
Egmog^Rasc tofanwl babtoteng on te be NotahoWaralttShrew 

Raoal and Prindipal Faying Agent 
OddfcAgtoolB todaauazUmmtjoug 
36, aD fte Sdtelter 
L- 2 S 20 LiMemboug 
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- - — UNILEVER N.V. 

Rotterdam The Netherlands 
ANNUAL GENERAL MEETING OF SHAREHOLDERS 
OriVtofctadsy. 6th May/IS98 R 1030 a.nu in the "Heine Zeal* of the “Concert- 
en Congresgnbouw do Doeten - . entraru* Knjfepfein 30, Rotterdam 

AGENDA 

1. Consideration of the Annual Report for the 1997 financial year submitted by the 
Board of Directors. 

2. Approvai of the Annuai Accounts far the 1997 financial year 

3. Adoption of the Annual Acco u n o and appropria tion of the profit for the 1997 financial yoor. 

4. Appointment of the members of the Board of Directors. 

5 . Appointment of Auditors charged with the auditing of the Annual Accounts for the 1998 
financial yean 

a Designation, in accordance with Ankles 9G end 96a of Book 2 of the Netherlands Civil Code, of the 
Board of Directors as the Company body authorised »n respect of the issue of shares in the Company. 

7. Autho risatio n, in accordance with Article 98 of Book 2 of the Netherlands Civil Code, of the Board of 
Directors to purchase shares in the Company and trust certificates therefore. 

& Corporate governance. 

9. Questions. 

This agenda and the Report and Accounts for 1997 ore available for inspection by 
shareholders and holders of certificates issued by N.V. Nederlandsch Administrate an 
Troatkantoor « the Company's office. Weena 455. Rotterdam, and at the office of the Bank 
me n tioned below, where copies may be obtained free of eharge. 

(A) Holders of bearer shares wishing to attend tha meeting efcher in person or by proxy appointed m 
writing must deposit thair share certificates by Wednesday. 29th April. 1998 at the Company's office or 
at the office of the Midland Securities Services, Client Delivery. Midland Bank pic. Manner House, 
Pepys Street, London EC3N 4DA or any of fts branches. Upon production of the receipt then rssued to 
them such holders will be admitted to the meeting. 

(B) Holders of registered shares for which certificates have been issued in another form and holders of 
booked shares wishing to attend tha meeting either in person or by proxy appointed in writing must 
notify the Company of their intention by letter, stating the numbers of the share certificates or of the 
bookings for the shares, which must reach Unilever N.V., Afdeling Effecten en Coupons. Weena 455. 
Rotterdam. The Netherlands. by Wednesday 29th April. 1998. 

(Cl Holders of certificates for shares in Unilever N.V. issued by N.V. Nederlandsch Administratis- en 
Trustkantoor of Amsterdam, ‘Nedamtnm ce rti fica tes'*, wishing to attend the meeting without taking 
part in the voting must deposit such certificates by Wednesday 29th April. 1998 at any of the offices 
mentioned in [A) above. Upon production of the receipt than issued to them, such Nedamtrust certifi- 
cate holders win be admitted to the meeting. 

(Df If holders of the certificates mentioned in IO above wish to exercise voting rights at the meeting either 
In person or by proxy appointed in writing. N.V. Nederlandsch Administratie- en Trustkantoor will 
authorise them to exercise the voting rights in respect of the shares which are held by N.V. 
Nederlandsch Administratis- en Trustkantoor and for which the certificates have been issued to these 
holders rn accordance with the comfit ions of administration of these certificates. For such purposes 
holders must by Wednesday 29th April, 1998 surrender their certificates for FI. 1 or a multiple thereof 
(but. in the case of certificates for 7% cumulative preference shares, representing a total nominal 
amount of FL 1,000 or a multiple thereof) to N.V. Nederlandsch Administratis- en Trustkantoor, 
Herengracht 420, Amsterdam. Tha certificates so surrendered must be accompanied by a form 
obtainable free of charge from N.V. Nederlandsch Administratie- en Trustkantoor. Amsterdam. Upon 
production of the receipts than issued holders will be admitted to the meeting. 


Rotterdam, 31st March. 1998 


THE BOARD OF DIRECTORS 


£46m Mattel offer 


WBO.YMWO.H1W. 

COMPANIES AND FINANCE: UK 

pays 
more 


Bluebird recommends 


Residential Property Securities 
No3 PLC 


£1 50,000,000 
Class A2 Notes 


£5,000,000 
Class B Notes 


Mortgage Backed Floating Rate Notes 
due 2025 

In accordance with the provisions of the Notes; notice 
is hereby given that for the three month period 
27th March 1998 to 29th June 1998, the Class A2 
Notes and Class B Notes will carry an interest rate 
of 7.80594% and 833594% per annum respectively. 
The interest payable per CIOOLOOO Note will be 
£1345.47 for the Class A2 Notes and £2,275.56 for 
the Class B Notes. 


Greenwich Natwest 


Wells Fargo & Company 
US$200,000,000 
Floating rate subordinated 
Rotes due 2000 
In accordance with the 
provisions of the notes, notice 
is hereby given that for the 
interest period 31 March 1938 
to 30 April 1998 the notes iall 
carry an interest rate of 
5.8125% per annum. Interest 
payable on the relevant interest 
payment date 30 April 1998 
mill amount to USS48.44 per 
USS1Q. 000 note and USS24Z20 
per USSSO. 000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


By Andrew Edged iffe-Johnson 

The battle for control of 
Bluebird Toys took an unex- 
pected and acrimonious 
twist yesterday as Mattel, 
the world's largest toy- 
maker. announced signifi- 
cant changes to the terms of 
ns key contract with Blue- 
bird and unveiled a rival bid 
to that of Guiimess Peat 
Group. 

Mattel said it was exercis- 
ing its rights, under a 
licence agreement with Blue- 
bird. to take control of the 
manufacturing of its Polly 
Pocket girls' toy. and to 
restrict Bluebird's margins 
in other markets where Mat- 
tel distributes Polly Pocket. 

Although the licence was 
signed in 1989. the clause 
had never been disclosed 
before. Bluebird warned that 
there would be a “signifi- 
cant" reduction in its profits 
as a result of the change. It 
therefore recommended Mat- 
tel's £46m (STTm) offer. 


RESULTS 


which is pitched at Hip per 
share as opposed to Guin- 
ness Peat's lOlp hostile bid. 

Blake Nixon, an executive 
director of Guinness Peat, 
said: “Bluebird has been 
trading on the USM market 
since 1989 and on the full 
market since 1994 without 
tRpsp de tails ever being dis- 
closed. 

“Shareholders are entitled 
to ask how Bluebird recon- 
ciles its regulatory obliga- 
tions with not disclosing 
details of this cont r act in the 
1994 listing particulars or 
subsequently." 

Guinness Peat had asked 
three rimpc to see of 

the contract, Mr Nixon said, 
but was considering its posi- 
tion. It is believed to be 
examining legal dr regula- 
tory appeals to the Takeover 
Panel or Stock Exchange. 

One shareholder, who 
would not be named, said he 
was “concerned" by news of 
the contract terms, which he 
had not known about before. 


Chris BrHgta, dxtaf execu- 
tive of Bluebird,, said: “With 
the benefit of Mndsjgfat afl 
contracts can look strange. 
Whm the hnsfnww is go&g 
cm as pnrii ™' you tend to 
forget about contracts." 

He added: *7 don* think ft 
is ap p ropri a te to reveal afi 
the rfareK as contract 
was subject to a oaifidentAal- 
ity agreement" He gave’ no 
dPtxifc of the likely Impact 
to profits of the contract 
change, hot said Polly 
Pocket ac c ounted for 50 per 
cent of group sales is 1996. 

Mattel said the acqnisitfon 

and the contract change 

would alkm it to stop paying 
royalties to Bluebird, take 
control of distribeting Pofiy 

Pocket and Disney Tiny figu- 
rines in dm UK. and gain 
control over product design. 

Bhttbtid is advised by SBC 
Wa r b urg DiBon Bead. Muttrt 
by Robert Fleming, and 
DeJottte & Tooche c o rp or ate 
finance advises Gnttmess 
Peat 




By JbHb 


BacazdfMartmi. the waifs 
fourUMargest drinks com* 
paay. yesterday rifne ft e d the 
purchase of Dewar's Scotch 
wWsky and two Bombay gin 
brands from Diageo for 
£l.l5bn (|IJ2bn) - a far 
higher price than analysts 
bad predicted. 

• w»h O dra cases sold last 
year. Dewar's is the leading 
Scotch- in tire US. Bombay 
gin offfers Bacardi, the 
wtRfcPs fourtb-largest spirits 
group, the opportuni ty to 
lu ^ ui re one of the fastest - 
gmain g brands in the gin 
sector. 

George Reid. Bacardi's 
president and chief execu- 
tive, said: "In an industry 
tbtit is ccnsaBdating rapidly, 
ft b wpwy? clear to us that 
Bacardi bad a unique oppor- 
tunity acquire two world- 
class brands. It demonstrates 
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our ambition to remaia * 
major player is U* Indus* 
by" * 

Finance to cover the cash 
purchase Jh* been raised 
Goldman Sachs, the US 
investment beak, through a 
syndicated bank faMXL This 
wffl be reftaaneed later on * 
long-term basis on the capi- 
tal markets. 

The sales, which ara 
expected to be completed i ft 
60 days, are subject to 
approval by (JS and Euro- 
pean Union regulators. 

The auction of the three 
brands was conducted by 
Credit Suisse First Boston, 
the investment banking arm 
of Credit Suisse, the Swiss 
bank. 

The price paid by the Ber- 
muda-based group - maker 
of the eponymous white rum 
- was well above consensus 
estimates that the sale 
would fetch about ETOttn. 


Second 

Market 

refocuses 

By Jean EegHw l wn . 


Second Market Investment 
Company yesterday became 
the first UK investment trust 
to prepare for monetary 
union by announcing plans 
to scrap fts single country 
status in favour; of a pan- 
European portfolio. 

SMIC, which has speci- 
alised in France, expects 
other firnds specialising; in a 
single continental European 
country to follow suit before 
Emu begins next January. 

"How many unit or invest- 
ment trusts are there invest- 
ing solely in Texas?” said 
Robert Van Maasdjfk , chair- 
maxi. “if we are serious 
about , creating a single 
Europe ... a single country 
ftmd in Europe will effec- 
tively be a defimet concept” 

Analysts generally agreed 
with this stance, saying it 
was a rational move. 




This announcement appears os a manor a* record arty. Approved by Margin Grenfell & Co. limned. March 1998 

mgutetod by SFA for ih® conduct of investment bussiass in tha UK. 


Gaz 

de 

France 


Gaz de France 


has acquired a 38.2% stake in 


GASAG Berliner Gaswerke AG 


from the 


Federal State of Berlin 


Deutsche Morgan Grenfell 

advised Gaz de France on this transaction 


becitscfw Morgan Granted 
Deutsche Bank AG 

Taunusaniage 12. 60262 Frankfurt am Mam 
Tel: +496991001 
Fax: +496991036600 



Deutsche Morgan Grenfell 



Notice of Optional Redemption 

Banesto Finance Ltd. 

(the ‘ Issuer") 

Notice to the holders of 
u^5100,000,000 
Subordinated Floating Rate Notes due 2003 
(the “Notes’') 

NOTICE IS HEREBY GIVEN in accordance wkh Coutfioon 3(B) (2) 
of ihr Imns and L-ond/riani of inp mm*> ihsl Lbr ksucr wifl rroffm ad 
the outstanding Notes on April 21, 1998 (die “Redemption Date") at 
llietr principal amount, phs aerraed interest. 

Pavtncni of Principal and Interest 
and surrender of the Notes ai the 


Paving Agent on at the option of the bokjers, at i 
any of die Paving Agents listed bekrrjfaes sh 
pavment together with aU qnmamred Coupons n 


pavroent togriher r »-f8TS anmainred Coupons refitting thmrtri. 
and Coupons will become void unless presented lor pavmenr 

mods oT ten vears and five ' — 

r payment thereof, as 
sntCfions of the Notes. 


MTilUlU WiUUU 

.. Jv mm tKe Rdrvam Dale 
dition 5 of the Terms and 


Easing Agent? 

Morgan Guaranty Trust Company of New York 
60 Victoria Embankment 
London EC4Y OJP 


Morgan Guaranty Tmst 
Tktmpony of New - York 
Avenue dcs Arts 35 
B-104Q Brussels 

Banesto Finance Ltd 

Bv: Mo 


Baoqoe'Paribas Lujembomp 
lOA Boulevard Royal 
L-2093 Luxembourg; 


Dated: .March 31. 1998 


BAWAG 


BANK FOR ARBEIT UND 
W1RTSCHAFT AG. 

(kKorpexntad with fenflod thirty m Austria) 

UL5. 5100300300 Subonknoted Fkxrftng Roib Notes dua 2000 

bocgx d tea a y^ hatemaond ooneftionsofrfiBobovpt T w n tiorwd 

Notes notice is haraby givon 6xd fa Rate of interest h« been (sad at 
5.875% per annum aid tfwMtw mtecti payable an die relevant 
Interest Rayment Data September 30 { 1998, agairor Coupon Na 27 
in rMptctarU3.$10; 


March 37, 1 99 8, London 

by. Ofeori. MA. fCorponta Ageqr & Tiuft Agert Ba4 


CmBAtKO 


NDTfCC OF CHANOE OF fUCAL MENT 
TOTHE Ht&DERS OF 

briarfinm Crtifit National N.V. 

ECU 100,000,000 

lAg per cant. Cuarwt— d Booth dua 1995 . 
European Bank for 
- ReconstnictionandDeveJopfiient 
SKR 500,000,000 ’* 

10 per ceet Notes doe 1999 

Province deQaebee 
AUD 100,000,000 

X27 per ceot Registered Bonds doe 1999 

lUqhna Europe B.V. 

JPY 2,500,000,000 
Vartride Rate Notes ifoe 2000 

Okobank 

JPY 18,000,000,000 
9M per cent Notes due 2000 

YIm Korea Deveflopment Bank 
ECU 100,000,000 
9 per cent ChumteedBonde dee 2002 

Municipality Finance Ltd. 

ECU 70,000,000 

9d25 per eenL flearartaed Botee dw 2007 

th«, with effect from BtJi May. 1998, Bank of TokyoABtsuttshi 
(UK) Umttad will be replaced ee fiscs! Agent by The Bank of 

By: BankofTokyo+^tsublshl (UKJUmitad 
Hscel Agant 


31st March, 1998 


r, 


cmcoRPO 





legal notices 

Fitkinci-Hl Tliru-i Sur-vvys 

UA$3S<M)0<M)00 ' 




SnbtetaateJHitefagBtaltoltalfattdigg^MiS 

Notioe is hereby given lhaf the Roto of Intend has been fixed at 
57B7S6 in respect of *ta Ortirid Notes aid 5373% in iwpetf of he 
Enhanoematf ffotes, and fact te ntamsf pcyable an tfs rdewa* heaed 
ftpynwnt Ores April 30. 1998 again* Coupon No. 149 h -£ 

US$1 0,000 norrexJ of fae Notes wd be US$4823 in iwp^rffce 
Orighoi Notes cndUS$48.9d in rwpedof fceFnhonatsiwe Notes. 


Kill 

Accountancy 

Prid.?\ 6 

U^$500, 000,000 

Sabanfipeted Boating BacwNofiesItae October 25 JQQB 
Notfoa is hereby given (hd the Retie of interest has bwn fixed at 
5.7875% and that the interest payable en the relevant interest 
Payment Date April 30, 1998 agorot Coupon No. 150 in n »»4 


"S*-* tirfta. .dl 

riiwcascjHuCne 

JPMTrfcf IfilllBMu 

F.'.r lurth-r 

;;.*h C jnr. 

t c :: - 1,-7.573 375: 

t .' t : 17 3 >. 7 ., 

of US$lOjOOO nominal of the Notes be US$4fL23. 




Math 31. 1998. London 

k Bgr.afaoakNA.{Oo9aatoAeMgr&Tnrf,AgHfaA C/77BAAffO 



Li.N^ACIAI HM FS 
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TURKISH ENERGY 

A wholly liberalised energy market is 
the goal the government has set for 
itself reports John Ba rham 

Seeking a way 
through the smog 


In spite of decades of 
mismanagement, which 
have seriously damaged. Tur- 
key's state-controlled energy 
sector, guarded optimism 
over the prospects feu- reform 
is possible. 

Mesut Yilxnaz, prime min- 
ister since last July, has 
maintained a remarkable 
degree of continuity in 
energy policy, unlike many 
other areas of Turkish poli- 
tics. 

The government is con- 
tinuing and elaborating on 
efforts by previous adminis- 
trations to inject private cap- 
ital and free market competi- 
tion into the provision of 
energy. 

Furthermore, Cumhur 
Ersfimer, the energy minis- 
ter, says he is confident that 
the highly effective legal 
challenges mounted by oppo- 
nents of private investment 
in public services will soon 
be exhausted. He promises 
that the government will 
“make the necessary 
changes in the laws to 
enable Turkey to comply 
with [international legal] 
standards". 

This could open the door 
to substantial private invest- 
ment, held at bay for years 
by courts hostile to private, 
especially foreign, capital. 
Worsening blackouts may 
also force the judges to 
relent 

The government hopes 
this would open the way to a 
wholly liberalised energy 
industry. Billions of dollars 
would pour into the country 
to finance new power sta- 
tions and rehabilitate exist- 
ing ones. 

Bota§, the pipeline monop- 
oly, would be broken up and 
privatised. The state’s refi- 


neries and petrol stations 
would finally be revamped 
and privatised. 

International companies 
are eager to invest in Tur- 
key. It is a large and fast- 
growing market. Although 
Turkey is racked by political 
and economic Instability, it 
is a member of important 
International clubs, such as 
OECD and Nato, which 
makes raising finance some- 
what less arduous than 
would otherwise be the case, 
given its below-investment 
grade credit ratings. 

Brian Snow, senior busi- 
ness development manager 
at National Power, the Brit- 
ish utility, says Turkey is 
“an important investment 
target. Tt will be cue of our 
biggest investments any- 
where in the world”. 

National Power Is plan- 
ning to commit mare than 
$300m in equity to five pro- 
jects in Turkey, plus a large 
additional portion of debt 

The British utility is build- 
ing a gas-fired power station 
beside the Sea of Marmara, 
it is in negotiation to build 
another gas-fired generator 
in the capital, Ankara, and 
has won exclusive rights to 
negotiate terms with the 
government to operate three 
state-owned coal- 
fired power stations. 

Government ofitcials say 
they still hold the upper 
hand in negotiations despite 
Turkey's urgent need to 
increase supplies. Haldun 
Danisman, energy ministry 
deputy under-secretary, says 
“it seems there is quite a 
good amount of money avail- 
able” for investment in Tur- 
key. 

Some bankers fear, how- 


ever, that the government’s 
ability to impose low elec- 
tricity prices may cbndemn 
private operators to unsus- 
tainably low margins. 

The gas industry is also 
poised for rapid transforma- 
tion. Cambridge Energy 
Research Associates, a con- 
sultancy, expects the capac- 
ity of gas-fired power sta- 
tions will rise to 10-11.5 
gigawatts in 2005 from 4gW 
now and help push gas con- 
sumption up by about 80 per 
cent to 21.5-26.5bcni a year. 

- Turkey has not decided 
where it will import all the 
extra gas from nor how it 
will be paid for. Turkey will 
increase some imports from 
Russia, which Mr Ers timer 
says now supplies 57 per 
cent of the country's gas 
supplies. 

Iran has large underdevel- 
oped reserves, but US hostil- 
ity makes consummation of 
a 1996 $23bn gas Import deal 
unlikely. A link from gas- 
rich Turkmenistan through 
Iran to Turkey could also 
face US opposition. 

A pipeline from the Cas- 
pian basin depends on 
approval of a controversial 
oil pipeline between Azerbai- 
jan and Turkey’s Mediterra- 
nean port of Ceyhan that is 
the focus of Intense compe- 
tition with Russia. 

Turkish officials say they 
want to build the country 
into a strategically impor- 
tant energy crossroads, 
where pipelines carrying oO 
and gas from the east would 
converge on their way to 
markets in the West. 

This would also end Tur- 
key's reliance on Russia, 
diversify sources of supply, 
earn Betas large transit roy- 
alties and cement Turkey’s 



Even his adversaries 
admire bis intelligenc e and 
determination. One lawyer 
working for multinational 
companies agrees with Mr 
Soysal that the g o vernment 
must amend the constitu- 
tion’s restrictions on conces- 
sions before Turkey can 
attract substantial foreign 
c a pi t al. 

This looks unlikely since 
Mr Yllmaa, who lacks a 
majority in parliament, 
would tt hard to master 
a two-thirds majority needed 
to wTTwnd the constitution. 

Blocking reform would 
shift the burden of financing 
energy projects back to the 
treasury. The supporters of a 
state -financed and -managed 
power industry say this 
allows the state to manage a 
vital industry on behalf of 


Opponents of reform point to past pubfic sector engineerbig glories such as the AtatUrk hytkoetectric dam in Southeast Anato8a 
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political influence in the 
Turkic central Aslan repub- 
lics. 

However, all this lies far 
in the future. Blackouts are 
currently commonplace. 
Dense, foul-smelling smog 
cloaks Turkey’s big cities 
during winter as households 
bum lignite coal because the 
state-owned pipeline com- 
pany cannot supply enough 
dean-burning natural gas. 

The government's ofl refi- 
neries run up big losses 
every year because politi- 
cians force them to sell fuel 
below cost. Private compa- 
nies must buDd their own 
mini-power stations to 
ensure uninterrupted elec- 
tricity supplies. 

The deficit-ridden, treasury 
cannot find the $4hn a year 


needed to maintain the elec- 
tricity network and expand 
supplies to meet demand 
growing at 9 per cent a year. 

Neither can the state, 
crushed by debts of yiOObn, 
adequately finance a new 
system of gas pipelines 
needed to power new elec- 
tricity generators. Insuffi- 
cient energy supplies are an 
obvious constraint on Tur- 
key’s economic growth 

As blackouts become mare 
common, particularly in 
large cities, they could fur- 
ther undermine confidence 
in the present conservative 
government despite - or 
because of - its efforts to 
liberalise energy services 
and attract foreign invest- 
ment. 

Turkey must stall convince 


sceptical b anks that its legal 
and regulatory systems are 
robust enough to justify bil- 
lions of dollars in power sec- 
tor loans. 

The courts are still mull- 
ing whether the govern- 
ment's latest version of pri- 
vate finance legislation 
conforms to existing legal 
doctrine This forbids inter- 
national arbitration and 
grants the Danigtay adminis- 
trative court powers to 
review, amend and cancel 
concession contracts, a term 
courts interpret widely 
enough to embrace all power 
sector investments. 

Approval is by no means 
certain. The opponents of 
private investment in public 
services are a well-organised 
and highly effective alliance 
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of left-wing, nationalist poli- 
ticians and statist judges 
and bureaucrats. 

. They have the quiet sup- 
port of many ostensibly pro- 
government MPs who need 
the public sector as a source 
of patronage to oil the 
wheels of politics. 

Mttmtaz Soysal. a constitu- 
tional lawyer and left-wing 
nationalist politician has 
stalled almost every privati- 
sation Turkey has 
attempted. He once declared: 
“What are being sold are the 
ports which are Turkey's 
gates, the factories which 
are the country’s chimneys 
and the energy plants which 
are the country’s stove. 

“This is not privatisation. 
This is downright robbery, 
theft and plunder." 


They point to past public 
sector engineering glories 
such as the huge AtatOrk 
hydroelectric dam, centre- 
piece of the $32bn Southeast 
Anatolia project to develop 
the country’s poorest reglon. 

Other problems are of the 
government’s own making. 
Although there has been a 
continuity in energy policy 
throughout the 1990s, the 
rapid turnover in govern- 
ments, ministers and civil 
servants has disrupted its 
execution. 

As a result Turkey is now 
trying to privatise its elec- 
tricity industry without hav- 
ing first established an inde- 
pendent regulator. 

Although Coopers & 
Lybrands, the international 
consultants, are drawing up 
a draft regulatory frame- 
work, uncertainty over how 
a fixture regulatory system 
will work clearly makes it 
more difficult to raise 
finance for power projects. 

Delays have caused a large 
backlog of projects which, if 
the courts approve the gov- 
ernment's private finance 
laws, would hit global finan- 
cial markets simultaneously. 

However, given Turkey’s 
considerable energy needs, 
the inability of the state to 
finance the necessary invest- 
ments and. the willingness of 
private business to enter the 
market, it seems scarcely 
conceivable that the legal 
obstacles to reform cannot 
be removed. 
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Yata&an thermal plant: some analysts say the government is over-estimating 1111116/8 energy needs 
aid should form an orderly queue of projects to avoid cSsruption on the financial market 

PROJECT FINANCE * by John Barham 

Bankers try to steer 
through obstacles 


Suspicious judges 
are holding up 
the delivery of 
private cash for 
energy schemes 

Financing energy projects in 
Turkey is probably every bit 
as intricate and frustrating a 
task as buUding or manag- 
ing power systems. However, 
bankers hope that they may 
be close to overcoming one 
of their most Hannting chal- 
lenges - dealing with a hos- 
tile legal system. 

Interference from judges 
suspicious of private, espe- 
cially foreign, capital has 
allowed only a few privately 
financed energy projects to 
go ahead, even though it is 
more than a decade since 
Turkey revealed its private 
infrastructure flnanea laws. 

Lale Gdpmez, vice-presi- 
dent at Chase Manhattan 
Bank's Global Power Group, 
says various compromises 
that satisfy lenders and 
judges are in the making. 
She says this new frame- 
work “will never be perfect, 
but we think it will work. 
That is why we are putting 
our time into these pro- 
jects”. 

For instance, judges of the 
Dani$tay administrative 
court that vets infrastruc- 
ture contracts may not be 
required to review side 
agreements between a pri- 
vately-financed power sta- 
tion's fuel suppliers or the 
electricity sales agreements 
which would confirm foreign 
investors’ right to interna- 
tional arbitration to settle 
disputes. 

Once the legal problems 
are overcome bankers will 
still face the formidable task 
of finding large amounts of 
money to finance a backlog 
of infrastructure projects. 

Bankers estimate that the 
portfolio of projects being 
negotiated, which include 
greenfield power stations, 
concessions to operate gener- 
ators and distribution 
systems and a large number 
of build-operate- transfer pro- 
jects would require invest- 
ments of more than $ 10 bn. 

Bren Gura, project finance 
officer at Citibank's Istanbul 
office, warns: “The appetite 
for Turkish risk is not very 
big. We are not talking just 
about energy projects. 

"We have a lot of infra- 
structure and government 
[loans] and privatisations. 
This is putting a lot of pres- 
sure on markets.” 

Some energy analysts say 
the logjam may be, less seri- 


ous than it appears. They 
believe the government is 
over-estimating Turkey’s 
energy needs by as much as 
one- third. 

Projects of marginal 
importance will not be built 
because they cannot gener- 
ate sufficient revenue. One 
consultant argues: "Private 
energy projects are financed 
by guaranteed offtake con- 
tracts. They are financeable 
only when there is real 
demand for their power.” 

Mr Gura says Turkey 
should establish an orderly 
queue of projects to avoid 
disruption on financial mar- 
kets. 

The race will be won by 
strong groups that can clear 
bureaucratic and regulatory 
hurdles quickly and with a 
minimum of interference. 
Consortia with well-regarded 
international companies will 
also come out ahead. A good 
trade record in building and 
managing projects in other 
countries will help to con- 
vince lenders that a power 
station can be bmlt on time 
and on budget and can be 
operated efficiently. 

A local partner with good 
connections in Ankara win 
be able to win approvals 
quickly. Each type of project 
requires a different type of 
finance. Bankers say compa- 
nies taking over a distribu- 
tion network or power sta- 
tion will have to provide 
about 20-30 per cent of the 
finance from their own 
equity and the rest from 
commercial loans backed by 
parent company balance 
sheets. 

Given the high interest 
rates and short maturities 
on Turkish domestic cur- 
rency loans, companies must 
borrow in hard currency. 
Multilateral lenders such as 
the World Bank or its pri- 
vate sector arm the Interna- 
tional Finance Corporation 
are expected to complement 
private bank lenders. 

The greenfield projects to 
be built on a build-operate 
basis should be easier to 
finance since their imported 
turbines and machinery will 
attract soft loans from 
export credit agencies in 
Europe. North America and 
Japan. This would reduce 
the amount of commercial 
loans and equity finance. 

For instance, in Turkey’s 
first big privately financed 
power project, the 672mW 
Birecik hydroelectric dam, 
two-thirds of the DMUJbn in 
senior debt that Chase Man- 
hattan raised for the project 
in 1995 came from European 
export credit agencies with a 
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term of l5'/i years. 

The commercial portion 
had a tenor of eight years. 
The consortium led by Phi- 
lipp Holzmann. the German 
construction company, 
injected DM300m equity into 
the project. A further 
DM 100m in finance will 
come from start-up reve- 
nues. 

However, Blrecik's build- 
operat e-transfer finance 
model is not entirely appli- 
cable to today’s projects, in 
part because they do not 
enjoy the lavish guarantees 
the treasury provided for the 
first generation of privately 
financed projects. 

The strong interest shown 
by international utilities and 
energy companies further 
strengthens the govern- 
ment's hand in forcing down 
prices in the electricity off- 
take agreements which form 
the backbone of an energy 
project 

Financiers worry that 
operators are accepting 
excessively low tariffs just to 
win a foothold in the Turk- 
ish market A banker says: 
“All these projects have 
fixed tariffs which would be 
difficult to change.” 

Turkey’s poor credit rating 
further complicates financ- 
ing energy projects. Stan- 
dard and Poor’s gives Tur- 
key a B rating and Moody's 
Investor Services rates the 
country Bl. 

Energy projects must now 
pay much higher interest 
rates than executives expec- 
ted when they were drawing 
up plans prior to south-east 
Asia's financial crisis. Still, 
Turkish companies say their 
cost of funds remains man- 
ageable. 

And there is always a risk 
that courts win not accept a 
compromise that suits inter- 
national lenders. In this case 
banks will probably demand 
more treasury guarantees, 
which would undermine the 
very purpose of using pri- 
vate finance for infrastruc- 
ture projects. Ultimately, 
banks would no longer be 
lending to a project but to 
the government 

However. Ziad Alahdad, 
the World Bank's deputy 
chief of mission in Ankara, 
says every step Turkey takes 
towards liberalising its 
energy market establishing 
a predictable regulatory 
environment and stabilising 
the economy will make 
energy deals easier, cheaper 
and faster to finance. 

He adds:"It is all about 
giving the right signals. If 
the signals are right [deals] 
will happen.” 


Offending the US 
or becoming too 
dependent on the 
Russians are 
potential hazards 

Turkey has chosen natural 
gas as the fuel of choice to 
power its new generation of 
power stations. This makes a 
lot of sense. Natural gas is 
much cleaner than the coal, 
lignite or oil that powers 
Turkey's thermal power sta- 
tions now. 

The country is close to 
some of the world's largest 
gas fields in Iran. Iraq. Turk- 
menistan and Russia. Tur- 
key straddles many of the 
pipeline routes that could 
ultimately transport gas 
westwards to markets in 
Europe. 

Ankara has signed import 
deals with all these coun- 
tries except Iraq. However, 
each agreement has serious 
drawbacks. Russia already 
supplies nearly all Turkey’s 
gas. so increasing imports 
front Gazprom, the Russian 
gas company, would increase 
dependence on a historical 
rival for regional power. 

The central Asian former 
Sonet republic of Turkmen- 
istan is beginning to develop 
its giant gas fields. But this 
would require construction 
of a pipeline through Iran to 
Turkey or under the Caspian 
sea to run parallel to a pro- 
posed Azerbaijan -Turkey oil 
pipeline. 

In 1996 Necmettin 
Erbakan. Turkey’s former 
Islamist prime minister. 


signed a 52Sbm 23-year gas 
import deal with Iran. How- 
ever, this could violate the 
1996 D’ Amato law which 
imposes US sanctions on 
companies investing more 
than $20m in Iran's oil and 
gas industries. 

Cumhur Ersflmer, energy 
minister, says: “Oppose nat- 
ural gas from Russia, oppose 
natural gas from Iran, 
oppose natural gas from 

Turkme nistan - what will 
happen then? Turkey needs 
natural gas. This is the most 
important issue for me.” 

Botas, the state pipeline 
monopoly, forecasts that gas 
d emand win triple to 43JBm 
cubic metres (ban) by 2005 
and reach 53.3 ban in 2010. 

However, some analysts 
say Botas may be substan- 
tially overrating demand. 
Peter Hughes, director of 
European gas and power at 
Cambridge Energy Research 
Associates, expects demand 
to reach 21.5-26.5 bem in 
2005. rising to 32-43 bem in 
2010. 

Mr Hughes believes Tur- 
key will import most of its 
growing gas requirements 
from Russia. Moscow 
already sells 6 bem of gas a 
year through a pipeline that 
runs across Romania and 
Bulgaria. 

During an official visit to 
Turkey last December, Vik- 
tor Ch er no my r di n, then Rus- 
sian prime minister, si gned a 
deal to build a new, but tech- 
nically risky, 1.300km pipe- 
line at an estimated cost of 
S5.3bn, part of which would' 
run beneath the Black Sea. 

This so-called Bine Stream 


pipeline would transport K 
bem of gas a ye® to Turkey 
by early next century, ftw- 
ever, many doubt this proj- 
ect will be built became fete 
too expensive and faces top 
many technical chaflesages. 

They say the only practi- 
cable ways of bringing mere 
gas from Russia are alo ng 
the existing western route 
through P nmfl,i * a and Bul- 
garia or a new eastern route 
through Georgia- 

Some suspect that Gaz- 
prom and Bota? are using 
the Blue Stream as a ptoy to 
tti j oaraA* Banatift. Btipate 
and Georgia from demand- 
ing excessive transit Sees. 

Turkey should eventually 
be able to increase imports 
from other countries and 
ease its dependence- cn Gaz- 
prom. Washington may ease 
sanctions against Tehran, 
which would enable a pri- 
vately financed pipeline to 
be built across Iran Unking 
Turkey and Turkmerastan. 

William Daley. US com- 


merce secretary, said in Jan- 
agnr tins time we dart 
see Pm deal] as a violation 
of our laws, or saactkmaWe. 
However we reserve judg- 
ment [t&tifl we] see the final 
arnua goaeB t. **- Tbiscould 
keve tin door open to later 
consummation, of the 1996 
gas agreement with Iran- 
Still, Bota$ may not be 


enough to meet growing 
ftprwHnri fr om hOUSKhOld&i 
tr tfuaiy and the new power 
s tatio ns. The gap could be 
partly dosed by increasing 
imports of more expensive 
frpufad natural gas by sea 
from suppliers as far away 
as Algeria or Qatar. It is 
its existing LNG 
tu rmi rM i qq the Sea of Mar- 
mara and rfr»ns a second ter- 
minal on the Aegean sea. 

Ges shortages would make 

arranging private finance for 
gas-fired power stations aD 
the more difficult. Le nders 
will not want to back a proj- 
ect vulnerable to shutdowns 





2015 
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that would cut cashflow and 
increase tbeTfcfc 'of ra®-P®y* 
meat of debt. _ 

Botas is hot guara nteeing 
gas supple to any of *he 
new generation of gas-fired 
power stations and is_even 
blocking attempts to liberal- 
ise the supply system that 
would enable ope rators to 
import gas independe ntly- 
The aterarttonal' Energy 
Agency, the Parte- based 
energy think tank, urges 
rapid liberalisation of the 
gas industry to attract 
finance needed to expand 
supplies. In a report last 
year it said Turkey should 
start by removing subsidies 
on competing fuels, such as 
coaL The tax system should 
be modified to reflect the 

fri gfrw environmental cost of 

other fossil fuels such as 
coal and. oil. ' 

The XEA suggested that 
the government scrap 
Botas's monopoly an Imports 
domestic transport. It 
said: ‘‘The initial step should 
be to allow parties other 
than Betas to import gas and 
supply particular industries 
or regions Botes trans- 
mission pipelines if neces- 
sary with regulated trans- 
mission. tariffs.” 

This view is supported by 
lenders and other interna- 
tional agencies such, as the 
World Bank. However, Bota$ 
is fiercely resisting any 
on its privi- 
leges, stressing its impor- 
tance to national security 
«nA appealing to the power- 
ful military for support in an 
internal power struggle over 
Turkey's energy future. 


ELECTRICITY • by John Barham 


Marriage of power and planning 


A threefold rise 
in generating 
capacity is likely 
to be needed iri 
the next 12 years 

Turkey is one of the world’s 
fastest-growing power mar- 
kets. The Paris-based Inter- 
national Energy Agency- 
says electricity consumption 
rose 9 per cent a year 
between 1973-95, twice the 
rate of growth in the coun- 
try’s total energy demand. 

The Turkish government 
expects demand to keep ris- 
ing very fast Cumhur Erstt- 
mer, the energy minister, 
says: "Demand increases 10 
per cent every year, which 
means Turkey needs to add 
2.000MW every year. 

"Turkey needs to invest 
S3-5bn [every year] to 
increase capacity.” 

Mr Ersflmer, says generat- 
ing capacity must rise three- 
fold to 64 ,341 MW between 
now and 2010. The invest- 
ments. to be borne mainly 
by private investors, will be 
substantial 

The government says Tur- 
key will need to invest about 
$40bn to 2010 to expand 
capacity and overcome sup- 
ply bottlenecks which are 
already constraining growth. 

More cautious private fore- 


casters say the country 
would need to build about 
one-third less capacity, esti- 
mating capital spending to 
2010 at a still substantial 
S25bn. 

Demand for electricity has 
risen strongly despite Tur- 
key's heavy inflation, high 
real interest rates and vola- 
tile growth. 

The consultancy Cam- 
bridge Energy Research 
Associates says electricity 
consumption between 
1997-2010 should grow by 86 
per cent to ITStWh, assum- 
ing average gross domestic 
product growth of 8JS per 
cent a year. 

However, were the govern- 
ment to halt inflation and 
set Turkey on a high growth 
path, CERA expects con- 
sumption would rise 118 per 
cent to 206tWb in 2010, 
assuming average annnal 
GDP growth of 5 per cent 

Pierre-Marie Cussaguet, an 
IEA analyst, notes that 
demand for power is being 
driven as much by social pol- 
icy and political factors as 
by economic growth pat- 
terns. He says the state dis- 
tribution company Ted as 
“wants to link as many vil- 
lages and households as pos- 
sible without taking econom- 
ics into account”. He adds 
that a government policy of 
maintaining low household 


electricity prices boosts con- 
sumption further as the pop- 
ulation grows and inronwr 
rise. 

Between 1980 and 1996 the 
country's population rose by 
about 40 per cart, bat net 
per capita consumption of 
el e ctric i ty rose 150 per cent 
Yet Turks stiff consume less 
than half as much e le ctric ity 
per hoari as in neighbouring 
Greece, the European 
Union's poorest member 
state. 

Britain, which . has 
Europe's most liberalised 
electricity system, capstones 
five rimes more per head 
than Turkey. As incomes 
rise this gap will close, 
increasing pressure on 
power generation and deliv- 
ery systems. 

Turkey is a young country 
reputed to celebrate lm mar- 
riages a year. Each new fam- 
ily must buy basic house- 
hold goods such as a fridge 
or a washing machine as 
well as moving into a new 
home, further increasing 
demand for power. 

Salomon Brothers, the 
Wall Street investment 
bank, said in a research 
note: "Demand for consumer 
durables has risen anrmai^ y 
by 8 per cent since the late 
1980s, outpacing average real 
GDP growth by ZJS percent- 
age points. 


“This tnwit looks sustain- 
able over at least the next 
five years as penetration 
[rates] in the washing 
machine and dishwasher 
- markets re main low.” ■ 
Furthermore. Turkey is 
urbanising rapidly as peas- 
ants leave the bout fnr the 
big cities in the west of the 
country... 

The OECD says that in 
1988 haff tiw cotmtry’s popu- 
lation was engaged in agri- 
culture. In 1994 file figure 
was 45 pH* emit, which indi- 
cates that urban populations 
rose by about 89m in the 
tntpremtng five years. 

Inadequate planning has 
increased the stresses these 
ffyiai movements impose cm 
the power infr a struc ture. 

The World Bank estimates 
that Turkey’s generation 
and distribution system is 
working at about 20 per cent 
below capacity due to insuf- 
ficient maintenance and 
el e ctric i t y theft 
Vote-hungry politicians 
prefer building new power 
stations which they can 
present to voters as visible 
signs of progress rather than 
increasing budgets for the 
less glamorous but equally 
important business of power 
station and distribution sys- 
tem maintenance. 

Improving efficiency 
would be relatively inexpen- 


sive and could raise supplies 
far more quickly than build- 
ing new capacity. The gov- 
ernment is now transferring 
management of power sta- 
tions and distribution net- 
works to private operators. 

Mustafa Stter, an industri- 
alist who is Investing almost 
flbn in electricity genera- 
tion and distribution conces- 
sions, says ids company can 
raise output by. 20 per cent 
simply by improving man- 
agement efficiency and 
maintenance. 

Raising residential and 
industrial building standards, 
to international levels and 
adopting energy conserva- 
tion methods common in 
western Europe would cut 
waste further. Turkey is 
only gradually introducing a 
differential tariff structure 
to discourage peak hour con- 
sumption by households. 

, Turkey's large and grow- 
ing underground .economy 
adds to tbe hazards of fore- 
casting demand. The infor- 
mal economy has grown so 
large that it makes a mock- 
ery of official data. 

In 19W, when Turkey suf- 
fered one of its most severe 
economic crises, electricity 
generation actually row 6.1 
per cent even though offi- 
cial statistics say the econ- 
omy shrank by 6-2 per cent 
that year. 


PRIVATISATION • by David Tonge* 


Modernist policy likely to prevail 


Energy needs are 
so severe that 
Turkey must 
involve the 
private sector 

Will the “modernists’', who 
want private sector invest- 
ment in energy, overcome 
traditionalists who see 

allowing foreign inwsi: mant. 

as tantamount to recreating 
tbe conditions which bank- 
rupted the Ottoman Empire? 

In practice there is only 
one answer because Tur- 
key’s energy needs are so 
severe that it does not have 
the luxury of choice. The 
energy ministry says 
demand for electricity will 
quadruple to 547bn kWh by 
2020 . 

Bota§, the state-owned 
pipeline monopoly, forecasts - 
that by 2010 Turkey will 
have a natural gas deficit of 
8bn cubic metres (bem), ris- 
ing to l9bcxn by 2015. 

Energy policy is a strate- 
gic issue for the government 
and a regular item on the 
agenda of the country’s 
National Security Council 

Most immediate are the 
problems of electricity short- 
ages. Electricity consump- 
tion is growing at 7-8 per 
cent a year and, with power 
cuts a growing problem, the 
minis try estimates that Tur- 
key needs to spend 9l5bn a 
year on generation, trans- 
mission and distribution. 

“The huge dimension of 
these Investments makes it 



difficult to lay the burden 
entirely on the state. Privati- 
sation stands before us as 
the rational solution.” says 
Mustafa Vnrugkaner, deputy 
under-secretary for energy. 

Government efforts to 
attract private investment in 
energy date back to the 1980s 
with the launching of Tur- 
key’s b uild-operat e-transfer 
(BOT) model. Under this 
■ investors could build and 
operate private sector gener- 
ation facilities before trans- 
ferring them to the state 
after, say, 20 years. 

This ingenious scheme 
was initially undermined by 
a sceptical bureaucracy and 
more recently by a highly 
organised statist group of 
politicians, engineers and 
trade unionists who argue 
that giving the private sec- 
tor the licence to produce or 
distribute electricity 
amounts to awarding a “con- 
cession". 

The Turkish constitution 
requires that the Danigtay, 
or administrative court, 
must review concession con- 
tracts and resolve disputes 
arising from them. The Dan- 
i$tay has taken to itself the 
right to alter the wording of 
contracts. 

Lawyers complain that 
texts approved by the court 
have been widely different 
from those agreed between 
the signatories. “A gross 
abuse of power by individu- 
als opposed to private sector . 
generation,” says one law- 
yer, adding that it can take 
up to four years to negotiate 


all the permits involved. 

Such legal challenges have 
set back investment in new 
capacity by three to five 
years. At the end of 1997 
only 297MW of Turkey’s 
installed capacity of 
21.901MW came from BOT 
projects, though a further 
1.935MW was under con- 
struction. with all approvals 
apparently in place. 

Investors include Enron of 
the US and Britain's 
Na tional Power. The govern- 
ment continues to rely on 
this BOT procedure for 
hydroelectric, geothermal 
and nuclear generation facil- 
ities. The government has 
also used BOT rules to 
organise bidding for the 
transfer of operational rights 
of no less than half of Tur- 
key’s generating capacity. 

Of the 10.700MW capacity 
which has been tendered, 
one plant of 30MW has been 
formally transferred to the 
private sector, plants total- 
ling 2.064MW are under 
review by the Danistay, oth- 
ers totalling 4.883MW are 
under negotiation. 3A00MW 
will be retendered and 
60QMW is under evaluation. 

Companies involved in 
this process include National 
Rower, EocxfiCorp and Pea. 
body as well as a range of 
leading Turkish companies. 
Tbe foes due to the govern- 
ment will exceed sahn 

Private companies are also 
taking over operation of 29 
local distribution networks 
under BOT regulations. Four 
previously awarded private 


concessions are already, 
working. The government 
hopes to raise $L6bn from 
the second round of conces- 
sions which will have a life 
of 30 years. Twenty conces- 
sions. have been awarded 
and the remaining five areas 
are to be retendered. 

Tbe latest attempt to over- 
come the concession issue is 
a law allowing a build -oper- 
ate (BO) approach for ther- 
mal plants under which gen- 
eration is clearly separated 
from transmission and distri- 
bution. The government 
recently awarded tenders for 
5^00MW of plants under this 
model Three of the five ten- 
das have been won by the 
consortium of Turkish con- 
tractor Enka with Intergen, 
a subsidiary of Bechtel now 
owned 50 per cent by ShelL 

The companies involved in 
BO projects are seeking -to 
finalise their contracts. Law- 
yers involved say that par- 
ticularly problematic are the 
rigid stand taken by TEA§, 


the Turkish Electricity Com- 
pany, and the courts’ reluc- 
tance to approve contracts 
allowing arbitration abroad. 

However, the Turkish 
courts frequently decline to 
enforce a foreign arbitration 
tribunal's finding, citing the 
“public policy" clause of the 
New York Convention on 
Arbitration. 

William Daley. US secre- 
tary of commerce, raised this 
issue forcefully during his 
visit to Ankara in January. 
The message is slowly get- 
ting through. 

Turkey’s energy ministry 
ia pressing for- a new 
approach on arbitration pro- 
cedure, But, after the rocky 
ride of the past five years, 
would-be investors are 
advised to believe this when 
it happens. 

*Dtmid Tonga is Managing 
Director of IBS Research & 
Consultancy of Istanbul, 
which has been assisting 
inv estors in Turkey’s energy 
programmes 


EXCELLENT OPPORTUNITY 
JOINT VENTURE 

ft>reig ? ^ 8tria I companies to establish an 





« .FI? 86 y "““onterteour 
P.O.B. 220 Strked/Istanbal - TURKEY 
or send a fax to: 90 212249 3577 


Jk. 



w -m 



P 


c 


. rartfai 







< 

blem s 


ft 

_ : - s-ajj 
: 5tr 


d planning 


Or 


• - -‘ - - T25S 
‘ ’ ^ 
~s7s 
■ ; rz^2 
■ • -=■&■ 


r 


elv to P«' 


$1, 



. : V- 

- *■* i '■ 

i VI f ‘ "-: ■> 


v V ‘ 


(* . ~ 
jjWSir*' 1 ' 

L WK •’. ■ ; 

••• "• .«". • ■ i 

**-*.■■. •>: ••- 


FINANCIAL TIMES TUESDAY MARCH 31 199S ^ 


LEGAL FRA MEWOR K « by Hugh Vemar and Zeynep gakmak* 

Putting the donkey 
on the roof to work 


TURKEY: ENERGY 3 


. Cwnl^'E^Mraa: 


.4- - 


■•* *■ :. : y» ? •. 




Minister charged with a mission 


Established law 
is not necessarily 
an ass, but it is 
raising obstacles 
to private projects 

Turkey's first four large 
private power projects were 
financed in a remarkable 15- 
month period in 1996-97. But 
since then the legal regime 
for private power has 
become a quagmire in which, 
all other projects have 
become entrapped. 

It is not that the need for 
private power has dried up. 
The ministry of energy ha« 
launched 13 tenders for 161 
new projects since 1996, and 
numerous untendered pro- 
jects continue. 

The hiatus is due rather 
to adverse court decisions. 
Starting in 1993 and culmin- 
ating in a landmark consti- 
tutional court decision 
in 1996, Turkish courts 
have viewed the generation 
and distribution of electric- 
ity as a public service that 
should be provided by the 
state. 

ft considers any delegation 
of this service to be a “con- 
cession". The Turkish consti- 
tution requires that conces- 
sion. terms are reviewed and 
approved by the Supreme 
Administrative Court (or 
“Danistay" in Turkish) and 
that disputes thereunder 
must also be resolved by 
Damptay. 

These concessionary fea- 
tures are not objectionable 
in principle, being intended 
to protect the state. 

But in practice Danigtay 
review has taken years for 
larger projects and approval 
has been obtained only after 
the Dani^tay rewrote con- 
tract terms to make the 
state's rights superior to die 
investors’, Blhuinating inter- 
national arbitration. 

The sensitivity toward 
concessions dates back to 
the Ottoman Empire, when 
foreigners obtained whole- 
sale concessions of impor- 
tant parts of Turkey, known 

as “ capitiilatinnB ” 

The- 1923 constitution 
establishing the Turkish 
Republic included proce- 
dures to prevent the rein- 
traduction of capitulations. 

Turkish constitutions have 
not defined what a conces- 
sion is. Instead, the courts 
have developed a sweeping 
definition roughly summar- 
ised as the provision by a 


Private party of a public ser- 
vice traditionally performed 
by the stata 

Power plants, airports, 
water treatment facilities, 
roads, bridges and most 
infrastructure projects - 
even marinas - are now 
labelled concessions. 

If this definition seems far 
removed from the excesses 
of the capitulations, the deep 
sensitivity to private partici- 
pation in public service is 
not. It is a rallying cry for 
those who believe that the 
private supply of electricity 
constitutes an abdication by 
the state of its responsibili- 
ties. 

These opponents of private 
power advocate return to an 
era when technocrats ran 
the power industry in the 
best interests of the state, 
before the government alleg- 
edly undermined the system 
through political interfer- 
ence. 

Detractors also believe 
that private power could 
jeopardise Turkey's security, 
for example, in a war. They 
are fighting to defend the 
state, says a board member 
of the Chamber of Electrical 
Engineers, which has 
launched a meticulous cam- 
paign of legal attacks 
against all privately 
financed projects. 

Even if state technocrats 
could be enfranchised today, 
they would not be able to 
provide the estimated $40bn 
needed to meet the govern- 
ment’s projected shortfall of 
3.300MW additional annual 
capacity until 2 Q 10 . 

Detractors fail to explain 
where this funding can be 
obtained or how sovereignty 
will not suffer from such a 
staggering public debt. 

In the meantime Turkey is 
imparting electricity to meet 
its needs, ft Is ironic that 
sensitivity toward private 
power plants In Turkey 
appears indifferent to 
increasing reliance on neigh- 
bouring countries. 

The government’s energy 
programme is stalled by 
Danigtay review of each proj- 
ect, which increases the cost . 
of the projects. The unfinan- 
ceable contract terms, while 
providing little concrete ben- 
efit to the state, strain Tur- 
key’s international obliga- 
tions that grant access to 
independent arbitration tor 
foreign investors. 

They will also force the 
Turkish treasury to provide 
broader state guarantees for 


these projects or see 
toil. International finance 
will be much more difficult 
and expensive to obtain, 
the pool of capital available 
tor energy projects will 
shrink. All these costs wil] 
ultimately be bone by the 
state. 

Solutions to the situation 
are emerging, however. The 
energy ministry recently 
announced it would soon 
propose a constitutional 
amendment to parliament, 
and various legislative solu- 
tions are also under way. 

Any solution should rede- 
fine “public service" and 
“concession” so that the 
state can enlist private capi- 
tal and expertise to help 
meet basic needs it can no 
longer afford. 

The state would still 
ensure the continuity and 
quality of public services 
through a regulatory frame- 
work without being limited 
to providing the services 
itself. 

The solution must also 
clarify what a concession is, 
limiting the areas con- 
strained by the concession 
regime. In the private power 
area, it is an anomaly that 
the sale of electricity to the 
state rather than the con- 
sumer should be a “public 
service". 

For projects that remain 
concessions, the scope of 
Danistay review should be 
specified, the time for review 
limited and international 
arbitration and other treaty 
obligations respected. 

This overdue solution 
merely fills a gap left by the 
constitution. It realigns the 
concession doctrine to cor- 
rect only tiie historical 
excesses that gave rise to 
this principle, not to vet all 
privatisations. 

Any predisposition against 
private power would not be 
eliminated but would be 
more transparent. 

The irony of the present 
predicament for private 
power brings to mind the 
Turkish proverb: “He who 
puts a donkey up on the roof 
must get it down himself." 

Those who put the donkey 
on. the roof may have been 
protecting it, but surely the 
time has come to put the 
donkey to work. 

* Hugh Verrier is a partner 
of White & Cttse LLP. the 
New York law firm. Zeynep 
Qakmak is a member of the 
Ankara Bar. of Qakmak 
Joint Law Office. 
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POLITICS • by Kelly Couturier 


Legacy of a weak power base 


Deeply divided, 
the latest ruling 
coalition has 
failed to bring 
financial stability 

When he tods office last July 
prime minister Mesut YU- 
maz was meant to be the 
man who would carry Tur- 
key out of a turbulent era. 

The previous Islamist-led 
government, locked for 
months in a paralysing bat- 
tle of nerves with the coun- 
try’s secular armed forces, 
had finally collapsed under 
the crush of military pres- 
sure. leaving behind a deteri- 
orated fiscal situation. 

Privatisation bad stalled, 
public spending had bal- 
looned and the BO per cent 
inflation rate had started to 
climb toward triple digits. 

Mr Yihnaz’s three-party 
minority coalition, fragile 
though it seemed on paper, 
was believed to have enough 
backing from the generals, 
the secular bureaucracy and 
the powerful business com- 
munity to be able to provide 
the political stability needed 
to achieve long-delayed eco- 
nomic reform. 

Foreign investors eager to 
participate in the quickly 
developing Turkish market 
also welcomed the new 
government, hoping it would 
end the cycle of Short-lived 1 
coalitions that had made 
it so difficult to 1 


PIPELINES • by Kelly Couturier 


A need for slick solutions 


Russia and the 
US are adding to 
headaches over 
transporting fuel 
from Asian fields 

Turkey has stepped up its 
pipeline diplomacy of late, 
well aware of the importance 
of the next moves in the Cas- 
pian energy “Great Game" - 
the decisions soon to be 
taken as to how oil and gas 
from the Caucasus and Cen- 
tral Asia will be explored, 
processed and transported. 

With the BP-led consor- 
tium developing three Azer- 
baijani offshore oilfields 
expected to choose a main 
export route before the end 
of the year, Turkish officials 
from the. president’s office 
down have begun pushing 
hard far the building of a 
pipeline that would carry 
Caspian oil from Baku In 
Azerbaijan via Georgia down 
to Turkey’s Mediterranean 
port of Ceyhan. 

Looking to rally support 
for the Baku -Ceyhan line, 
Turkey gathered foreign 
ministers enH other officials 
from Azerbaijan, Turkmen- 
istan, iTggflfe-hgfcan and Geor- 
gia in Istanbul early this 
month. 

The outcome was less than 
Ankara had hoped tor, with 
participants stopping short 
of a clear endorsement. But 
the following week brought 
brighter news. 

Prime minister Mesut YU- 
maz visited Tbilisi to sign an 
energy co-operation deal 
with Georgian President 
Eduard Shevardnadze, who 
pledged his commitment to 
the project 

Construction of the 1,730- 
metre export pipeline, expec- 
ted ultimately to transport 
up to 45m tonnes of crude a 
year, would assure a lasting 
infln«\ H3i role for Turkey in 
the region, where it already 
has cultural and growing 
trade ties. With Baku-Cey- 
ban, Turkey would be trans- 
formed into a leading outlet 
for Caspian oil as well as a 
counter to the Russian pres- 
ence in the region. 
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“This is a turning point for 
Turkey," says deputy under- 
secretary Yaman BaskuL the 
foreign ministry’s point m a n 
on pipeline policy. 

The United States, eager to 
prevent Russian or Iranian 
dominance in the region, has 
thrown its weight behind the 
Baku-Ceyhan project as part 
of a “Eurasian transport cor- 
ridor” for Caspian oil and 
gas headed for Western mar- 
kets. Azerbaijani President 
Haydar Aliyev has also 
expressed his support 

But Russia continues to 
oppose the route despite 
overtures from Turkey to 
take part in the Baku-Cey- 
han project, preferring 
instead the so-called north- 
ern route for Caspian Sea 
oil. a pipeline from Baku to 
the Russian Black Sea port 

of Novorosslsk. 

Oil is already being 
pumped to the Russian port 
from Baku as part of the 
Azerbaijan International 
Operating Company’s “early 
oil" production. Baku-Cey- 
han also faces opposition 
from analysts, who say it is 
too expensive, especially to 
view of the plunging pnee of 
oil compared with ‘ 
options, with an estimated 

cost between $2-5 and $3bn. 

The cost put cm building a 

Baku-Novorossisk line is 

* 2 bn and another option, 
budldtog an upgraded line 
from Baku to the Georgian 
port of Supsa, which wi« 
also receive some "early oil 
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output, is even cheaper with 
an estimated price of $l.5bn. 

Turkey counters that the 
Russian or Geogian export 
options would involve an 
increase of tanker traffic 
through the Bosphorus 
Straits which bisect Istanbul 
and pose an environmental 
hazard. Under the 1986 
Treaty of Montreux ships are 
assured free and secure pas- 
sage through the 27km 
straits, but many analysts 
agree that a heavy increase 
in tanker traffic would pose 
a significant risk to the 
city's to people. 

Safety-related costs such 
as requiring mandatory 
insurance or double-hulled 
tankers are likely be added 
to the price of shipping oil 
through the straits, making 
the Novorossisk and Supsa 
options more expensive. Mr 
Baskul claims. 

To make the Baku-Ceyhan 
route more commercially 
attractive, analysts say Tur- 
key could offer low tariffs 
and tax concessions and 
reduce financing costs by 
providing treasury guaran- 
tees. Mr Baskut says Ankara 
has not yet addressed regula- 
tory or financing matters as 
the project is still in the fea- 
sibility study stage. 

Complicating Ankara's 
pipeline politics, and its 
rivalry with Russia over 
Baku-Ceyhan, is Turkey’s 
heavy dependence on Rus- 
sian natural gas and vital 
need to import more gas to 


ensure its continued rapid 
development Sixty per cent 
of Turkey’s annual gas con- 
sumption rate of lOhn cubic 
metres Is now provided by 
Russia through a pipeline by 
way of Bulgaria. 

Moreover. Turkey - which 
predicts Its gas demand will 
reach 52bn cubic metres by 
2010 - has concluded two 
recent agreements with Rus- 
sia, calling for an increase to 
deliveries from the existing 
pipeline as well as construc- 
tion of a new gas pipeline 
under the Black Sea which 
would deliver Russian gas to 
the Turkish port of Samson. 

Some analysts complain 
that Ankara's championing 
of the joint Black Sea pipe- 
line project with Russia - 
particularly, according to 
one senior government offi- 
cial, by a grouping of politi- 
cians and big businesses 
with vested interests - is 
loosening its resolve to stand 
up to Moscow and fight for 1 
Baku-Ceyhan. 

The new gas projects with j 
Russia notwithstanding, offi- 
cials in Ankara say they are 
working on ways to diversify 
Turkey's sources of natural 
gas and are considering 
alternative plana to acquire 
natural gas from Turkmen- 
istan. These are a transCas- 
pian gas pipeline that would 
run parallel to the Baku-Cey- 
han oil line - the Eurasian 
corridor concept being 
pushed by the Americans - 
or a pipeline from Turkmen- 
istan through Iran, a project 
Shell is studying but Wash- 
ington vigorously opposes. 
Ankara now prefers the 
trans-Caspian alternative for 
its economies of scale, 
according to Mr Baskut, but 
he says disputes among 
riparian states over Caspian 
Sea rights remain an obsta- 
cle. 

Turkey in the meantime 
continues construction on a 
pipeline designed to carry 
gas from the Iranian border 
as part of an agreement with 
Turkmenistan and Iran last 
May that calls for the deliv- 
ery of up to 30bn cubic 
metres of Turkmen gas 
through Iran. 


do business in Turkey, 

However, this is the fifth 
coalition government to rule 
Turkey in the 1990s and, like 
its predecessors, is made up 
of ideologically divided par- 
ties. Mr Yihnaz’s conserva- 
tive Motherland party must 
share power with the small 
centrist Democratic Turkey 
party as well as the Demo- 
cratic Left, which is still 
struggling to shed its statist 
inheritance. 

Such ideological divides 
have paralysed decision- 
making, preventing signifi- 
cant economic reform. Priva- 
tisation revenues in 1996-97 
totalled only $336bn. Infla- 
tion in the 1990s has never 
fallen below 50 per cent a 
year and to 1994 hit a record 
149.6 per cent 

Indecision and deteriorat- 
ing public finances blocked 
infrastructure investments, 
particularly in the state- 
owned energy industry. Last 
year electricity generating 
capacity rose little more 
than 3 per cent. A decade 
earlier, capacity was expand- 
ing three times faster. 

Governments even lack 
enough money to pay for 


essentia] maintenance, caus- 
ing a steep rise In losses 
which further undermines 
public finances. 

Events over the past 
month have dampened early 
optimism about the Yflmaz 
government’s chances to 
break the cycle of weak, inef- 
fective governments. 

A threatening comm uni- 


at the charge, publicly 
urging the military to “mind 
its own business”. 

The open row with the top 
brass dealt a serious blow to 
the government, already 
foundering amid growing 
criticism over its perfor- 
mance. 

An economic stability pro- 
gramme designed to bring 


qufi issued on March 21 by inflation down to 50 per cent 
five top generals warning by the end of this year and 


the prime minister not to 
interfere in the military’s 
fight against religious radi- 
calism was the clearest sign 
yet that the destabilising 
tension over political Islam 
was not yet over. 

Last summer the army led 
a political campaign that 
brought down Necxnettin 
Erbakan's Islamist malltinn 
to a “soft coup”. 

The military leadership, 


promising long-delayed tax 
and social security reform as 
well as accelerated privatisa- 
tion efforts - all measures 
sought by the IMF - has 
made little impact and looks 
set to fall far. short of its 
goals as the government 
partners hesitate to take 
politically sensitive steps. 

“Mr Yilmaz has a record 
for lassitude and ineffective- 
ness and his government’s 


which had been counting on record, particularly with the 


Mr YHxnaz to carry ont a 
series Of measures designed 
to counter radical Islamic 
activity, has begun com- 
plaining that the prime min- 
ister was slowly going soft 
an the fight against funda- 
mentalism. Mr Yilmaz, in 
turn, has became indignant 


economy which has a three- 
digit inflation rate hut no 
agreement with the IMF, 
has done little to change 
anyone's mind," wrote ana- 
lysts Bulect All Rlza and 
Zeyno Baron in a recent 
report by the Washington- 
based Center for Strategic 


and International Studies. 

His critics In the military 
and elsewhere say the prime 
minister is already gearing 
up for early elections - not 
due before 2000 - and is 
attempting to attract the 
Islamist vote. His Mother- 
land Party already includes 
a strong contingent of 
Islamic conservatives. 

Early elections hardly hold 
the promise of more stabil- 
ity. The secular centre-left 
and centre-right remain frag- 
mented and the new Islamist 
Virtue Party, which 
regroups many members of 
Mr Erbakan's Welfare Party 
banned earlier this year, 
faces almost certain opposi- 
tion from the military- 
backed secular establish- 
ment regardless of its show- 
ing to the polls. 

If the momentum is indeed 
toward early elections the 
present government’s much 
ballyhooed “stability pro- 
gramme” looks set to 
became yet another victi m of 
the political instability this 
government was supposed to 
overcome and sorely needed - 
reforms will be delayed once 
again. 
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INTERNATIONAL CAPITAL MARKETS 


Prices fall ahead of FOMC meeting 


GOVERNMENT BONDS 


By Sawn Dwiss in London 
ami John LatatB to Hew York 


Prices drifted lower 
yesterday, with many inves- 
tors on the sidelines in 
advance of today's Federal 
Open Market Committee 
meeting, and US payroll data 
doe on Friday. 

The latest housing data in 
the US knocked already 
weak European markets, 
and prices fell across the 
hoard. 

UK GILTS opened higher, 
supported by the continuing 
rally in sterling, hut trended 
lower for most of the day. 
There were few surprises in 
money supply and consumer 
credit data. The latter 
showed the lowest consumer 
borrowing since last April, 
but some analysts had hoped 
it would be weaker still. 


Adam Chester, economist 
at the Halifax, said: “The 
strength of sterling improves 
the case for saying interest 
rates may not have to rise 
from these levels." 

The yield curve flattened 
somewhat, as shorter matu- 
rities were boosted by the 
impact of sterling, while lon- 
ger-dated gilts faced some 
profit-taking. 

The June 10-year future 
edged A lower to 107£. hav- 
ing been */e higher in the 
morning. Trading was very 
light, with turnover of just 
39,000 contracts. In the cash 
market, the yield spread 
over bunds narrowed two 
basis points to 112 points. 

GERMAN BUNDS also 
came under pressure, edging 
lower in the afternoon as a 
result of a weaker Wall 
Street. There was some dis- 
ruption in the market, with 
some early problems in the 


electronic trading system of 
the Deutsche Terminbbrse. 

The June contract in Lon- 
don fell 0J8 to settle at 107.2. 
trading within a narrow 
range throughout the day on 
volumes of just less than 
100,000 contracts. 

There was some downward 
pressure on prices, following 
concerns after the Bundes- 
bank's apparently reluctant 
commitment to the broad 
European monetary union 
membership. 

ITALIAN BTPs underper 
formed the German market, 
with the June future settling 
0.45 lower at 119.08. 

However, David Brown. 
European economist at Bear 
Steams, said: “There may be 
some extra dancing in the 

street for BTPs near term, 
not just because of the Bund- 
esbank's grudging nod to 
Italy's first wave Emu entry 
next year, but because there 


will be intense speculation 
about a Bank of Italy rate 
cut as early as this week." 

US TREASURIES were 
sluggish m morning trade 
ahead of today's FOMC 
meeting. By midday the 
benchmark 30-year bond bad 
lost h to HG i,. sending the 
yield up tn 5.975 per cent. 

Among shorter-term issues 
the two-year note fell ^ to 
99fl. yielding 5.651 per cent 
while the 10-year note was 
down £ m 98*. yielding 
5.708 per cent. 

Few analysts expect the 
Federal Reserve to change 
interest rates at today’s 
meeting. There is growing 
tension in the market, 
though, over Fed action later 
in the year. 

“There's a little concern 
that the Fed might go back 
to a tightening bias, even 
though we won't know that 
until six weeks from now." 


said Richard Gilhody, inter- 
national bond strategist at 
Paribas Capital Markets. 

In December the FOMC 
changed to a “neutral" bias, 
largely on the expectation 
that the economy would 
show signs of slowing. 

The balance of economic 
data since then, however, 
has shown little evidence of 
an Asian-induced Slowdown- 
Consumer spending, labour 
markets and housing statis- 
tics have all remained at' 
strong levels. 

Adding to the evidence of 

strength was a morning 
report on new housing sales 
for February. 

New sales reached a 
record, with single family 
transactions up *L8 per emit 
to a seasonally adjusted 
annual rate of 893,000. The 
latest housing figure was 
higher than expected by 
analysts. 
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Tight pricing on 
Hungary issue 


New international bond issues 


INTERNATIONAL BONDS 


By Kevin Done 
and Saner isfcaodar 


Hungary yesterday 
succeeded in pricing its five- 
year $300m eurobond rela- 
tively tightly, to yield 81 
basis points over US Trea- 
sury notes. 

The deal, lead-managed by 
ABN Amro and Salomon 
Smith Barney, was the coun- 
try's first borrowing in dol- 
lars since 1994 and follows a 
five-year, DM750m floating- 
rate bond issue earlier this 
year. 

The pricing highlights an 
improvement in the margins 
on Hungarian debt since the 
D-Mark issue, and reflects 
expectations of an upgrade 
in the country's credit rating 
later this year. 


Hungary is currently rated 
at the lowest investment 
grade of BBB- by Standard 
& Poor’s and the equivalent 
Baa3 by Moody’s. 

Moody’s, however, has 
recently placed Hungary's 
rating on review for a possi- 
ble upgrade, reflecting the 
improvement achieved in 
lowering the current account 
deficit and the more rapid 
progress achieved in reform 
and restructuring in Hun- 
gary than elsewhere in cen- 
tral and eastern Europe. 

The five-year bond is the 
first triple-B rated sovereign 
bond in dollars issued this 
year and the first deal from 
central Europe. 

Charles Berman, manag- 
ing director of fixed income 
capital markets at Salomon, 
said emerging markets were 
“only just getting back on 
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track" after the financial 
turmoil in Asia. 

The sterling sector contin- 
ued to see strong demand, 
especially for short-dated 
issues, after the cancellation 
in the 1998-99 budget of gilt 
issues of less than three 
years. 

The WORLD BANE raised 
£500m through a 2%-year 
issue. Barclays Capital, lead 


manager, said the inversion 
of the UK yield curve had 
helped. “The issue yields 234 
basis points more than Ger- 
man federal debt." said an 
official "There is no other 
European market offering 
such spreads." 

ONTARIO HYDRO will 
today price the first Cana- 
dian dollar-denominated 
global issue in more than 


two years - CS750m of 10- 
year bonds. The lead manag- 
ers are CTBC Wood Gundy 
and Merrill Lynch. 

FANNIE MAE, tbe largest 
US mortgage lender, will 
tomorrow price its latest 
offering of benchmark notes: 
S4bn of five-year paper. The 
issue is being lead-managed 
by Bear Stearns, J. P. Mor- 
gan and Merrill Lynch. 


A consortium led by 
BellSouth International of 
the US and Banco Safra of 
Brazil lues raised USfLTSbn 
through a Boafin^tste note 
isyip t* 1 cwRniar trie- 

phffl pg services in the city of 
SSo Paula 

The operation is the big- 
gest of its fcmd by a Brazil- 
ian issuer since the Asian 
crisis and will be seen as a 
show of confidence in Bra- 
zil’s economy, ft was led by 
J. P. Morgan and Merrill 
Lynch and - syndicated 
among 20 international and 
domestic aance houses. 

The notes have maturities 
of two and three years and 
yield Libor pins 400 basis 
points for the Gist three 
m onths , after which they are 
linked to Brazil 01 federal 
government bonds. 

Ot&vio Castelo Branco, 
managing director invest- 
ment banking at J. P. Mor- 
gan in Brazil, said: “The 
issue shows confidence in 
the po t ential of cellular ser- 
vices in SSo Panlo and in tbe 
B razilian economy, despite 
the Asian crisis. Investors 

are begtontog to came back 
to BrazfL” 

Proceeds will be used by 
BCP Telecomunicacdes - 
whose other shareholders 
are Brazilian groups O 
Estado de S3o Paulo, BBS 
and Arbi, and Splice of the 
US - to finance ceOular ser- 
vices due to start in May 
under a concession won last 
year as part of tbe privatisa- 
tion of BndBm tefcjhany. 

BCP paid RS2.65bn 
(tJSSk33bn) for the conces- 
sion to provide B-band cellu- 
lar services in the SSo Paulo 
metropolitan area, to com- 
pete with existi n g A-band 
services offered by the pub- 
lic sector. 


Correspondent 


Joyce Cornell, who manages 
$2bn to emerging markets 
assets for Scudder Kemper 
fa vestments of the US, is the 
toast of emerging markets in 
the Middle East and North 
Africa. 

When the world was brac- 
ing Itself for war in Iraq last 
she sent her Middle 
East analyst cm an investor 
trip to neigfrbonriag Kuwait 

With a third of bar equity 
portfolio already allocated to 
region - nuking ter one 
of the biggest portfolio inves- 
tors there - Ms Cornell is on 
a look-out for more 

exotic stocks. 

saw says she worries about 
ware and political turbu- 
lence. 'There's plenty of risk 
[fa the region]. It's real and 
it could damage investment. 
But the challenge is to figure 
out ft you're paid enough to 
take it." For her, Che region 
is “one of the best untold 
stories - mis-priced in inves- 
ted’ favour’*. 

- Avoiding the Asian crisis 
was Ms Cornell’s biggest 
coup, according to Morning- 
star, the US fund research 
company, fa part due to ter 
discoveries fa the Middle 
case of the funds she 
manages - the Scudder 
Emerging Markets Growth 
Fund —was up 3^ per cent 
last year, outperforming the 
Morgan Stanley index by 
more than IS per cent. 

“fa Asia, before the crisis, 
you >»aH growth flattening 
«v»fl high valuations, so we 
ware out of most markets 
two years ago.” she says, “fa 
the Middle East, you could 
boy quality companies for a 
good price: you are paid to 
taka risk.” 


The Middle Bast bucked 

the emergfag fogfe 8 * 5 iS? 
last year, with Egypt^J 
almost 10 pa- ****£ 
up nearly SO pw «d* J 
Oman gaining as much » 
140 per cent. In EgyF*. 5bap# 
prices now average Just over 
u times expected IHB **£■ 
tags, white fa Jordan stocks 
can be bought at nine tunw 


This year got off to a 
bumpy start far most of the 
region’s markets, with only 
Morocco's rising more thw 8. 
per cent, but Ms Cornell is ffl 
this far the tong haul. She 
began to see commitment to 
economic reforms to several 
countries four years ago. 
weB ahead erf most investors. 

Countries such as Egypt. 
Morocco. Jordan and Tunisia 
-were reforming their econo - . 
mles, reining fa inflation, 
and controlling' spending 
and foreign Indebtedness. 

“It does not matte* to ns 
what the starting point is. 
how gnmll the stock markets*, 
are, that there te no trans- 
parency, 1 ’ says Ms Cornell 
“Economies are changing, 
you can buy stocks cheaply 
- so ft is ah opportunity.” . 

No market is off-limits, 
and Ms Cornell is now 
looking at . strife-tom 
Algeria. After four years of 
macroeconomic adjustment, 

Algeria wants to privatise 
loss-making state enterprises 
and Ms Cornell says that, at 
the right price, even Algeria 
is a risk worth taking. 

“She is willing to take big 
bets whan she’s got convic- 
tion,” notes Bridget Hughes, 
an analyst at Momtogstar. 
“She ted 11 per cent of the 
fund in Egypt at a time 
when Cairo was not yet 
included in any popular 
index.” 
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Dollar breaks though D-Mark band 


MjWFHOEre 

By Richard Adams 


The US dollar cracked 
through the ceiling of the 
range it has been trading in 
against the D-Mark for the 
past three months, during 
trading on the currency mar , 
kets zn Europe yesterday. 

The dollar closed at 
DM1.8446. a rise of over 1.5 
pfennig from its rate at the 
end of trading hours in 
Europe cm Friday. 

Some traders saw the 
D-Mark’s weakness as a 
delayed reaction to the 
Bundesbank’s report on 
European economic and 
monetary onion issued on 
Friday, which was cr itic of 
the convergence efforts by 
Italy and Belgium. 

The dollar’s strength saw 
it climb out of the DMl.800 
to DM1JS35 trading range it 
has moved in within the past 
three months. 

The dollar also advanced 
higher against the yen, as 


POUND SPOT FORWARD AGAINST THE POUND 


traders were said to be less 
impressed by the threat of 
intervention by Japanese 
authorities as the end of the 
fiscal year approaches. 

The dollar closed in 
Europe at Y132.14, with ana- 
lysts predicting a swift move 
towards Y134. 

Sterling gained on the 
back of the dollar’s rise, 
sending the pound to a fresh 
nine-year high against the 
German currency. Sterling 
gained 1.8 pfennigs to end 
trading in Europe at 
DM3.094. 

Sterling also made a Haar, 
break against the yen - up 
by Y2.3 from Friday to 
Y221.65 - but weakened 
against the dollar by half a 
cent to $1.6774. 

The D-Mark touched a 
five-month high a g ah wt the 

■ POUND IN NEW YORK 
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Swiss franc at SFiO.8235 
(82-35 centimes), following a 
flight in search of higher 
yields. 

■ Sterling's seemingly 
bou n dless energy took it to 
another recent peak against 
the D-Mark yesterday. It was 
last higher at the close of 
trading on 31 July 1989, 
when it was worth DM3JL1. 

Despite its fall against the 
dollar, sterling »i«*> reached, 
a nine-year high against Its 
trade-weighted index when it 
Closed at 108.7, having 
touched 108.9 during the 
day’s trading 

Part of the strength of 
sterling has been borrowed 
from the buoyant dollar, but 
there were also reports of 
solid sterling demand from 
holders of Swiss francs. 

A reduction in concern 
over the start of the Euro- 
pean single currency has 
seen a movement out of 
Swiss francs. “Money is com- 
ing out of the franc and into 
D-Marks, dollars and above 
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all pounds, which have 
higher yields," one Swiss 
dealer said yesterday. 

The remorseless rise of 
sterling may prompt Gordon 
Brown, the chancellor, to try 
to “talk down” the curr e n cy 
when he appears before the 
Treasury select committee 
today. But Kevin Gardiner. 
UK economist at Morgan 
Stanley, said: “I don’t expect 
him to do anything, apart 


from saying he wants a sta- 
ble carrency.” 

■ Whatever the fundamental 
reasons for the pound’s 
strength, technical analysts 
are still con fi dent that the 
charts look good for sterling. 
Patricia EZhaz at MMS said a 
sustained move above 
DM3J0 would call for star- 
ling gains to the DM3.16 
level, last seat in May 1989. 

Stewart Kewnham at First 
Chicago NBD in London 
shows Sterling’s trade- 
weighted index closing yes- 
terday at the December 1968 
high just above 108. 

Mr Newnham points out 
that last year, when staling 
peaked in July, sterling was 
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unable to break resistance 
above 305. which was the 
previous 1990 high. 

■ A weak compromise over 
who should become the first 
head of the European Cen- 
tral Bank would get mone- 
tary union off to a bad start, 
Peter Scbmidhuber. the 
Bundesbank board member 
said yesterday. 

“A feeble compromise with 
respect to the person chosen 
as president would.. .be a 
bad start lor economic and 
monetary union, which 
could have not only political 
but also economic conse- 
quences," Mr Schmidhuber 
warned. 

Wim Duisenberg, the head 
of the European Monetary 
Institute, is still favourite to 
behead of the ECB. 

"The danger exists that 
[the presidency] may get 
drawn Into other -personnel 
disputes regarding the 
choice of the remaining 
directorate members,” he 
said. 
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Highlights 

Turnover 

Attributable net profit 
Total equity* 


Consolidated net debt* 


US$8,308 million 


US$212 million 


US$2,820 million* 


Change from 
1996 

+ 18 % 


+150% 


-nil-* down from US$2,025 million 


* Pro forma, reflecting recently completed disposals. 


First Pacific has responded early and resolutely to the economic crisis by 
embarking on a major program of asset disposals which has raised more than 
US$2 billion. These funds are being used to eliminate all head office bank debt, 
to strengthen our core businesses and to invest in high-quality assets which 
represent good value in the countries in Asia we know best. I am confident these 
measures will help secure First Pacific’s place in the new economic order that is 
emerging in Asia. 

Manuel V. Pangilinan 

Managing Director 


The Nippon Credit Bank 
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COMMODITIES & AGRICULTURE 


Oil slides as 
Opec meets 
in Vienna 


MAR^ 
By 6ary Mead 


Oil prices slipped in late 
trading yesterday, as mem- 
bers of the Organisation of 
Petroleum Exporting Coun- 
tries met in Vienna to ratify 
last week’s international 
agreement to cut production. 

The market seemed scepti- 
cal that the deal struck in 
Riyadh last week between 
Opec and non-Opec produc- 
ers. would be enough to halt 
the 40 per cent price slide 
since October. 

Analysts said interna- 
tional Inventories were so 
large that prices would 
remain fragile for several 
months as the northern 
hemisphere moved into 
spring and wanner weather. 

In an oil market overview 
published yesterday, GNI 
analysts said: “While the 
production cut is of course 
welcome and could stabilise 
oil prices for a time ($t&50 is 
a possible maximum for 
Brent in Q2 and Q3). it is not 
enough per se to turn the 
market truly bullish during 
this weak demand period.” 

GNI put OECD industry 
stocks at the end of January 
at more than 2.5bn barrels, 
99m barrels more than at the 
same time a year ago. and 
142m barrels more than in 
January 1996. “We believe 
Opec alone should cot 2m 
b/d, while others such as 
Norway, Russia and Mexico 
ought to remove another lm 
b/d between them,” it added. 

Obaid bin Saif al-Nasseri, 
Opec president, said before 
yesterday's meeting that ft 
would ratify the Riyadh 
agreement to curtail global 
production from current out- 
put levels - not official quo- 
tas - with effect from April 1 
until the end of the year. 

Some Opec members 
pledged in Riyadh to reduce 


production by 1.245m b«d; 
non-Opec countries have 
said they will cut 270,000 b/d. 

The benchmark Brent 
crude for May delivery slid 
60 cents through the day on 
London’s International 
Petroleum Exchange, and 
stood at SUM a barrel in 
late trading compared with 
Friday's close of S15.40. 

There was rather greater 
activity than of late in coffee 
and cocoa futures on the 
London International Finan- 
cial Futures Exc h a ng e. 

May cocoa closed down £21 
at £1,053 a tonne, hit by 
recent heavy sales from 
Ghana. May coffee unproved 
by $70 a tonne to close at 
81.820. a 15-week high, as 
investment funds returned 
in force. Traders said there 
was little fundamental news 
driving the market. 

Gold remained above $300 
a troy ounce, having 
bounced back last week from 
the $286 to which it dropped 
immediately after Belgian's 
central hank ann ounced a 
week ago that it had sold 
more gold from its reserves. 

Dealers said market senti- 
ment had changed. “A move 
to the S310-8320 range now 
appears to be on the cards 
over the next few weeks.” 
said Deutsche Morgan Gren- 
fell in its daily Metal Win- 
dow report. Gold was “fixed” 
in London at $301-85 yester- 
day afternoon. 

DMG analysts Wiktor Biel- 
ski and Andrew Carter sug- 
gest US investment fluids, 
responsible for driving down 
gold during the past year, 
appear to have given up 
their short positions and are 
now “almost square overall 
far the first time in nearly 
two years". 

Some producers have also 
shifted from selling to buy- 
ing. WMC bought back 3m 
ounces and TVX 2.5m 
ounces while unwinding 
hedging positions recently. 


TOBACCO SLOWDOWN IN ASIA AND US LEGAL SETTLEMENTS PUT PRESSURE ON PRICES 


Tough year ahead for 



By Tony Hawkins in Harare 


Zimbabwe tobacco growers 
are expected to face lower 
prices when Harare's flue- 
cured tobacco auctions start 
today. The drop reflects the 
economic slowdown in Asia 
and the impact of the S3! bn 
payout by US tobacco groups 
in legal settlements. 

While global tobacco sup- 
ply is forecast to be lower 
this year, demand has weak- 
ened significantly. Zim- 
babwe tobacco production 
fell well short of target in 
1996-97 because of excessive 
rains, and the country is car- 
rying 8m kg more in stocks 
than it was a year ago. 

Heavy rains in the north 
of the country* mean produc- 
tion will fall 25m kg short of 
the targeted 235m kg. but it 
will be 15 per cent higher 
than last year's 210m kg. 

Tobacco exports are cru- 
cial to Zimbabwe's economic 
stabilisation. The crop 
accounts for one-quarter of 
the country's exports and 
could be more important this 
year because of problems 
experienced by exporters of 
other commodities, such as 
gold, ferrochrome. nickel 
and asbestos. 

Industry sources predict 
prices will fall about 10 per 
cent to 210 US cents a kg 


from 235 cents last year. The 
crop, worth US$435m last 
year, is current iy expected to 
be only modestly higher at 
between S445m and S450m. 
Some 10 per cent of this is 
appropriated by the state in 
the form of an export tax on 
tobacco. 

Growers are hoping for 
something of a devaluation 
windfall following the col- 
lapse of the Zimbabwe dollar 
- from ZS12.6 tn the US dol- 
lar when sales ended in 
October, to a low of ZS19 in 
January. 

However, in the past two 
months the exchange rate 
has appreciated 17 per cent 
to ZS16.1 to the US dollar. If 
this is maintained during 
the sales season through to 
October, the local currency 
price would be close to ZS34 
a kg - an increase of 25 per 
cent on last year. 

This is not as good as it 
appears because since last 
March production costs are 
estimated to have risen 35 
per cent, to ZS64.000 a hect- 
are of tobacco from ZS46.000. 
But growers should be better 
off because of a 20 per cent 
improvement in yields. 

However, relief could be 
shortlived. Costs are expec- 
ted to rise even more rapidly 
over the next 12 months and 
the main inflationary impact 



of devaluation will not be 
felt until next season. 

Fuel prices are about to 
increase 30 per cent; electric- 
ity prices, which affect irri- 


gation costs, wf& rise at least 
30 per cent in July; and with 
the Zimbabwe dnibw fikdy 
to resume its slide in the 

Bnal mtmrttB of 6* year, 


cast of imp or t ed tons wOl 
rise even feather. : 

Wages are expected to rise 
by at Inst flBfrtbfed be&se 
the next season Starts. 
Indeed, tefth the -labour 
hiAwb JnaztiBtest mopd and 
«^ow-mnf« r^faG*rirm fitfeCSSt 
at more Atm 25 per cent hr 
2998, this estimate could 
prove to be en the low side. 

, Other uncertainties 
include the duration and 
s ev eri ty of the Asian set* 
harir Almost one-third of US 
tobacco business is with 
Asia and the mace serious 
the slowdown, the greater 
the knock-on effect iriB be 
cm leaf exporters such as 
Zimbabwe.' 

Further substantial legal 
settlements arising from 
court actions brought by 
people suffering from 
smoking-related diseases 
will exert farther downward 
pl e asure on prices. 

In tWs ^ HTturimn manufac- 
turers are looking for 
cheaper sources of supply, 
making kurcost peasant pro- 
-duccian mare attractive than, 
the large-scale commercial 
production that accounts for 
some 90 per cent of output 

To cap it afi, commercial 
growers face uncertainties 
created by President Robed: 
Mugabe’s land resettlement 

promitipniB. 


- When the fitri hstottuns 
to be 

by the stale was puoBsfKu 
last November, Oonmjr* 
ctel Fanners Union (CFU) 
estimated that 45 per cent of 
-tobacco production was at 
ritft and Oat expats, 
fen by ' more than 40 per 

Rfnrfr then, tbs situation 
has been riariftecL soA BOO 
■ fa r m s have been removed 
from the initial list of 14m 
A significant number of 
these wffl be tobacco farms, 
and toe impact of the reset* 
dement programme on pro- 
duction and exports te likely 
to he considerably less toon 
the worst -case scenario out- 
lined by the CFU five 


However, radical land 
refra in of this nature Is cer- 
tain to leave tts mark on the 
tobacco sector. 

Efforts to rebuild .confi- 
dence by the delisti ngs, the 
p r Q Mutep to pay. fUB compen- 
sation for resettlement and 
the announcemapt that the 
reforms will be phased in 
over five to iff years will not 
erase the memory of last 
year's evens. 

To make matters worse, 
there will be no investment 
and development by existing 
owners .of those 850 farms 
reraatnfag on the list. 


Polish fruit juice producers head for market 


By Christopher Bohktsld 
in Warsaw 

Fast growing demand for 
fruit juice in Poland has 
favoured Hortex and Agros. 
the country's leading fruit 
and vegetable processors, 
while planned stock market 
flotations could see more 
than SO per cent of Poland's 
juice coming from Warsaw 
bourse listed companies 
within the next year. 

Juice sales began climbing 
at the beginning of the 1990s 
when processors brought in 
eye-catching cardboard pack- 
aging and orange concen- 
trate imports were allowed. 


Suddenly, orange juice 
which had been seen as a 
luxury, often on sale solely 
in hard currency shops, 
became generally available. 
Growth in demand for juice 
has subsequently been 
fuelled by rising incomes 
and greater awareness of the 
need for a healthy diet. 

The expanding market 
also saw consumers staying 
loyal to locally grown fruits, 
such as apples and blackcur- 
rants and the processors 
benefited from their tradi- 
tional links with local fruit 
growers in what is one of the 
world's largest apple produc- 
ing countries. 


Last year. Poland pro- 
duced around 25m tonnes ttf 
fruit, of which 25m tonnes 
were apples. Concentrates 
from local fruit went into 
half the 500.000 tonnes of 
fruit juices produced last 
year, a 23 per cent increase 
on 1996. However, imports of 
mainly orange concentrates 
also grew from 37500 tramps 
In 1996 to 42.000 tonnes last 
year as imported oranges 
and locally grown apple and 
blackcurrants dominated the 
Polish fruit juice market. 

According to March Tar- 
nowski, head of marketing 
at Hortex. which sold more 
than SlOOm worth of fruit 


jokes at home last year, toe 
market wfg grow by 15 to 20 
per cent a year until 2002. 

The growth follows a 10- 
fold increase in Poland's 

jtOOe wwmmtptfcwi hum an 

annual 1 ft QtlCS & bead hi 

1993 to an estimated 13 hu m 
last year. This is still far 
short of the European Union, 
juice consumption average' 
of around 35 tores per bead. 
Family budget spe n ding on 
juice in Poland at 4 per catt 
of food costs is still lower 
than toe 26 per cent nrerege 
in western Europe. 

Hortex. which has around 
40 per cent of juice market 
share is followed by Agra, a 


listed processor whose share 
exceed a 25 per oent. in a 
market front which foreign 
competitors are still absent 
Coca-Cola’s “Cappy” 
orange juke appears to be 
struggling to gain a foothold 
while Eckes Granini, toe 
G e r ma n juke company that 
purchased toe local Annua 
producer in 1996. has yet to 
malw an faipart- 
Hortax last year received a 
joint investment of S28m 
from the European. Bank far 
Baponstnactka and Develop- 
ment awrf the of Amer- 

ica. and a mmmftmtmt for a. 
farther $2Sm by the end of 
next year. . 


The move, which gave 
both institutions a 41 per 
cent stake in toe company, 
puts Hortex on coarse for a 
stock exchange listing in 
1999. : 

This is when Tymbark, a 
small but ambitious regional 
fruit juice producer from 
Nowy Sacz in southern 
Poland is also expected to 
float its equity. ' ‘ 

Tymbark, which is con- 
trolled by Progress, a private 
inves tment fond managed by 
the Austrian Raiffeisen 
Bank, claimed an 8 per cent 
market share in 1996 and 
plans to increase this to 12 
per cent next year. 
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ACROSS 

1 Correct the Spanish geneti- 
cist (6} 

4 Archdeacon leads diamonds 
in Antonio’s place (6) 

8 Marcia has a wicked tongue 

CO 

9 Rewritten chorale in disor- 
der (7) 

11 New place might be cool 
( 10 ) 

12 Divine street in which to 
set up home (4) 

15 Retum^iii’s property (5) 

14 Swimmer in Raphael's 

work (4,4) 

16 Statesman in a cream r la 

out (8) ^ 

16 Being indelicate, church 
rejected animal (5) 

20 Fruit juice is not an option 

(4) 

21 In board room, others talk 
excitedly about gold (10) 

23 Awful chore is beyond the 
call of duty (7) 

24 Turn Herb out to cause suf- 
fering (7) 

25 Relative oa the left has lost 
home (6) 

26 Sticky food (Q 

iSSS? ? S ^£5? y * s I 31 " 126 puzzle os Saturday Am-i 

Solution to yesterdays MeS A$ 


DOWN 

1 Planet with hard am 
land (5) . 

2 Book on opiates? (7) 

3 Being mysterious, not 
acting strangely (9) 

5 Call up about hard p 
Pie (5) 

6 Territories, in the i 
ooe defames without 
tation (7) 

7 Eastern -support v 

accepted old Italians ( 
10 Irritation in ches 
uncomfortable (9) 

13 Members surroundiiu 
Queen, they provide 
tection (S) 

IS Figure in confosion 
break, we hear (3) 

17 Royal deeds rule out 
ond helpings (7) 

19 Order soldiers to c 
mountains (?) 

21 Old city rejected re 
tionary gathering <S) 

22 Get rejection out oi 
way, it’s unpleasant fl 
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LONDON STOCK EXCHANGE 


Sterling and interest rate worries upset equities 


MARKET REPORT 


By Steve Thompson, 

UK Slock Market Editor 

Any lingering hopes that 
London's equity market 
might extend Friday's rally 
were dashed early yesterday 
as sterling continued its 
strong run and Asian mar , 
kets fell sharply. 

Adding to the downside 
.pressure on UK stacks was 
nervousness among Fund 
managers about a series of 
forthcoming economic 
events, starting with today's 
US Federal Reserve's open 
market committee meeting. 


The FOMC meeting is fol- 
lowed on Friday by die non- 
farm payroll report, which 
always has the capacity to 
affect global markets. 

There are persistent con- 
cerns in London that the 
next meeting of the Bank of 
England’s monetary policy 
committee, scheduled for 
April 8, might bring a rise in 
domestic interest rates. 

The imminent end of the 
first quarter and the tax 
year was also put forward as 
an excuse to hit the market, 
dealers said. 

“There is a feeling much of 
the cash inflows generated 
by personal equity plans 


have been pushed into the 
market and the valuation 
worries, which were given 
publicity last week, will play 
a bigger role in affecting sen- 
timent," said one. 

But he also mentioned the 
support provided by the con* 
rirming stream of share buy* 
backs, which was joined by 
W. H. Smith and Burmah 
Castrol yesterday, and the 
constant bid action. 

Sterling weighed heavily 
on the big exporters. The 
Bank of England’s trade- 
weighted index moved up to 
108.7, its highest reading 
since 1988, as foreign 
exchange markets acknowl- 


edged the possibility of a 
rate rise next month. 

The decline in stock prices 
was broadly based and not 
confined to the l eaders . In 
recent weeks, the FTSE 250 
and FTSE Small Cap have 
been insulated from setbacks 
by Institutions seeking 
better-value stocks. 

But the front-line stocks, 
because of their much 
higher liquidity, bore the 
brunt of yesterday's selling, 
with the FTSE 100 giving 
back most of Friday's rally. 
It finished the session 27.4 
lower at 5,911.9, having 
fallen 64.5 to 5,874.8 over 
midday. Dealers expressed 


some surprise at Wall 
Street’s resolute opening 
yesterday, which saw the 
Dow Jones industrial Aver- 
age up more than 15 points 
within a few minutes, help- 
ing London rally. 

The FTSE 250 settled 45 
lower at 5.5J&3, after a mid' 
morning attempt at a rally 
briefly saw the Index move 
into positive ground. The 
FTSE SmallCap eased back 
3.5 to 2,634.4 

The market setback did 
not dissuade the strategy 
team at CSFB, the invest- 
ment bank, from Increasing 
their year-end forecast from 
6,000 to 6,600. 


One of the most b ullis h 
brokers at end-1997, CSFB’s 
team highlighted three fac- 
tors prompting its upgrade: 
"First, support continues to 
come from low bond yields; 
second, low bond yields coin- 
cide with high returns on 
equity; third, whatever the 
absolute performance of the 
UK has been, it remains a 
poor relation in Europe.” 

Financial stocks featured 
prominently among the 
worst performers in both the 
FTSE 100 and 250. 

Turnover at the 6pra cut- 
off point was 6802m shares, 
of which only 4LB per cent 
was in Footsie stocks. 
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Best performing sectors 
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Next 
recovers 
from fall 

COMP/^KR^RT 
By Peter Join and Martin Brice 


Retailer Next rebounded were all 
from last week’s profits Mean\ 

warning after the directors Power si 
and staff stock options pro- spite of ; 
gramme tried the shares on mendatii 
for size. Sachs. T1 

Shares in Uk high street its "max 
fashion Chain rose 15 to 550p 
after directors bought 245,000 
shares and more than lm 

shares were bought for the =-55 

employee share option pro- -m. ywd 
gramme. me nao mi 

This round of option-re- 
lated buying followed the 
purchase of 1.75m option-re- ** “ 
lated shares an Friday. IjreL m 

There was also speculation 

about a possible tie-up with © ftse name 
Afida, which is believed to be 
looking for an expansion 
route following the collapse 
of last year’s merger talks 

with Safeway. : ; ■ 

Shares in Next fell sharply UK" 
on Friday as investors Equttr inah 
reacted to the announce- s™®*®** 1 
ment of a significant sales Total tumow 
deterioration during the first tobb atw tan 
seven weeks of the compa- Tradeuara tun 
ay’s financial year. *■ 

Analysts reduced forecasts u^Sim 
for Next 1998 profit to £1 75m- 
£183m from £183m-£215m * =Sg S 
previously. ®* 8 * «■* ** 

Prospects of an overseas ^ 
bid sent National Power, the sue 
UK's largest electricity gen- Data : 

erator. racing ahead 27 to 


8l2p . the biggest rise In the 
FTSE 100 index. 

One Sunday newspaper 
reported that, following a 
profits warning, National 
Power could be the subject 
of a bid from the US. The 
paper said a number of mer- 
chant banks were touting a 
break-up bid for National 
Power around the larger US 
electricity companies. It said 
AES, Edison International 
and Pacific Gas & Electric 
were all Interested parties. 

Meanwhile. Scottish 
Power shed 7Vi to 562%p in 
spite of a reinforced recom- 
mendation from Goldman 
Sachs. The broker reiterated 
its "market outperform er" 


rating after discussions with 
management. The broker 
increased its share price tar- 
get from 575p to 61 lp after 
increasing its earnings per 
share forecast. 

Burmah Castrol gushed 
higher as one of the compa- 
ny’s brokers put its weight 
be hind the company. 

Dealers said Cazenove had 
put a price tag of £14 a share 
on the stock. 

The shares rose 69 to 
£11.70 with dealers saying 
Cazenove had also calcu- 
lated that the stock would 
also generate earnings per 
share of 7&9p in 1999. 

The attractions of UK com- 
panies to larger foreign 
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counterparts was underlined via Charterhouse Tllney, 
in the hid for More Group. Merrill Lynch and SBC War- 
Decanx, the French outdoor burg Dillon Read. The 
advertising company, shares, which went ex the 
trumped the £10.30-a-share lOp net dividend today, were 
bid from Clear Channel of up 3 at 576V*p. 
the US with its £11.10 bid. US Northern Foods tumbled 
outdoor advertising compa- 78 to 233%g on a technical 
nies trade at 40 times earn- readjustment as the market 
ings, double the ratings of recalculated for the demer- 
UK counterparts. More ger of Express Dairies. 
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gained 20 to £11.42Va. 

One shareholder in More 
said: “This means we rnight 
have a bidding war. But one 
of them won't win, and 
Maiden Group is right open 
to a bid." 

Sector specialists predicted 
the fight could intensify 
between the US and the 
French companies, with 
each determined to dominate 
the UK outdoor advertising 
market. Maiden, which 
unveiled underlying pre-tax 
profits up 27 per cent, gained 
37fei to 443‘Ap. 

Carlton Communications 
moved ahead 12 to 470p with 
Panmure Gordon said to be a 
buyer of the stock. 

Mersey Docks and Har- 
bour Company was firm 
after the placing of the gov- 
ernment’s 14 per cent stake 
in the company. The 12m 
shares were placed at 565p 
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ComStock on the Set 



Meanwhile, Express Dairies 
closed at I82p, putting a 
value of 3l5p a share on the 
old stock. Cazl Short at SG 
Securities said the demerger 
highlighted the disparity 
between Express and Dairy 
Crest, and the latter now 
appeared to be a far more 
balanced business. 

“Now that you have had 
the split, and you have the 
option, you can reduce expo- 
sure to Express, which, in 
our view is overvalued in 
comparison to Dairy,” said 
Mr Short. 

Banks suffer 

Bank shares endured 
another uncomfortable ses- 
sion, with the mortgage 
lenders taking a pounding 
for much of the day before 
staging a modest rally 
towards the close. 

Abbey National slipped 1 2 

to £11.75, Alliance & Leices- 
ter 15 to 867p and Woolwich 
15 to 363*p. 

Zeneca built on Friday’s 
sharp rise, which was fUeDed 
by tiie return of consolida- 
tion talk, and closed 55 
higher at £2555. 

The shares were further 
supported by an announce- 


ment from tbe company that 
an international study 
showed that high doses of 
heart drug Zestril provide 
"significant ther apeutic ben- 


Blue Circle suffered the 
biggest fefi in the FTSE 100 
after it came out with results 
at the lower end of analysts’ 
estimates, coupled with cau- 
tion cm the trading outlook 
for its Chilean business. The 
under lying result came In at' 
£342m, compared with ana- 
lysts’ estimates of between 
£340m-£350m- The shares fell 
25% to 366%P. 

Analysts were reported to 
he downgrading their fore- 
casts for next year’s results 
from about £10m-£15m, leav- 
ing estimates at about 
£335m-£340m. At yesterday’s 
dose, the shares stood at 
about 12% times next year’s 
earnings, a discount to the 
market of about 28 per cent 

BMC, which reports its 
full- year results next 
Wednesday, lost 28 to 975p In 
sympathy. 

Elsewhere in the construc- 
tion sector, Hepworth was 
the best FTSE 250 performer, 
numbing 26 to 264p after bid 
talk In the weekend press 
said Valliant of Germany 
was ready to pay 270p a 
share for tin* b uilding mate- 
rials company. 

Oil majors were compara- 
tively steady as investors 
took encouragement from 
the start of the latest meet- 
ing of Opec ministers. 

Opec yesterday began a 
meeting to discuss ways to 
stabilise oil prices, notably 
through a pledge by Opec 
and non-Opec producers to 
cut output 

BP, the stock most 
exposed to shifts in the 
underlying oil price, rose 2 
in early trading, but aided 
the day 3 lower at B77p. 
Meanwhile, Shell Transport 
fell 3V4 to 440V.P- 

The most heavily traded 
stock in the market was 
Tamaris, where 32m 
changed hands. The stock 
was unchanged at 2Kp. 
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MARKETS 


Asian gloom and Fed worries hit sentiment 


MARKET FOCUS 


WORI JOyERVlEW 

Gloomy news from Asia and 
some nervousness ahead of 
today's Federal Reserve open 
market committee meeting 
kept world stock markets In 
check yesterday, mites 
Philip Coggan. 

The Tokyo market fell 
asain, as last week’s refla- 
tianary package Med to Uft 
sentiment and the govern- 
ments share price support 
operations were apparently 
ineffective. 


A sign of Japan's desper-. 
ate economic straits emerged 
in the form of a 5L3 per cent 
drop in industrial production 
in February and an expected 
i6 per cant M in Mareh- 
The yen weakened on the 
news, falling below Y1S2 
against the dollar in Euro- 
pean trading. 

Analysts continue to be 
fairly gloomy about the pros- 
pects far a Japanese recov- 
ery. "hi the absence of a 
large permanent tax cut," 
writes Jeffrey Young of Salo- 


mon Smith Barney, "Japan's 
feeble economic performance 
is likely to continue through 
1899, keeping Japanese bond 
yields and the yen weak." 

"The sense of an economy 
moving Inexorably toward 
crisis Is strong," says Joe 
Rooney of Lehman Brothers, 
who has Just returned from 
a visit to the region. 

"There is a recognition 
that fundamental changes to 
the economic structure are 
needed, but there is a lack of 
political will or vision to 


effect the required changes.” 

Tokyo’s nervousness was 
transmitted to Hong Kong, 
while Korea, one of the 
stronger markets this year, 
fell on fears of a corporate 
debt crisis in the second 
quarter. 

However, Japan's prob- 
lems could have beneficial 
effects on the rest of the 
world, says Salomon. "World 
demand for goods and ser- 
vices will be dampened, 
helping to reduce global 
price pressures. At the same 


time, the lack of attractive 
investment opportunities 
within Japan win encourage 
large private capital out- 
flows, lowering both the cost 
of fends for industrial coun- 
tries and the value of the 
yen." 

The US Fed is not expec- 
ted to raise rates at today's 
meeting but the market is 
not yet convinced that the 
peak in the Fed funds rate 
has been seen, especially 
given the strength of 
employment growth. The 


Asian crisis has yet to have 
a substantial slowing effect 
on the economy, although 
the trade deficit has started 
to widen. 

"The balance of probabili- 
ties favours the next move 
in short-term rates being 
upwards, most likely at the 
time of the FOMC's half- 
yearly review of monetary 
and economic prospects In 
July,” according to London 
Bond Broking. 

London market, Page 38 


Plenty of fizz 
but no bubble 


Dow hesitates Motors move Dax up a gear 


on earnings, 
rates concerns 


EUROPE 


AMERICAS 

Renewed concerns about 
earnings and interest rates 
set a cautious tone on Wall 
Street, writes John Labate in 
New York. 

“We're about to start a 
reporting season and I think 
there is genuine worry about 
profits,” said Hugh Johnson, 
chief investment officer at 
First Albany. “Each money 
manager I talk to has a dif- 
ferent reason to worry.” 

By midday the Dow Jones 
Industrial Average was off 
2.25 to 8, 793 A3, while the 
broader Standard & Poor’s 
500 index was marginally 
higher at 1,095.71. The tech- 
nology sector fell back. The 
Nasdaq composite index 
came off &28 at 1A2&34. 

First-quarter profit esti- 
mates continue to be scaled 
back. Adding to the cautious 
mood was today’s meeting of 
the Federal open market 
committee. 

Although few expect the 
Fed to raise rates, there is 
growing concern that the 
"neutral” bias the Fed 
adopted late last year will be 
replaced by one that favours 
rate tightening. 

The latest economic data 
confirmed that the US econ- 
omy continues to expand at 
a robust rate. A morning 
release on the bousing sector 
reported new home sales up 
4.8 per cent in February, 
well above expectations. 
This was one reason for a 
decline of A to 102% for 30- 
year bands where the yield 
rose to 5571 per cent 

Among Dow components, 
Coca-Cola rose $9ft to 578% 
after the company said It 
expected global volumes to 


rise strongly. Share of Alu- 
minum Company of America 
fell $1A to 569ft after Pru- 
dential Securities lowered Its 
rating. 

Philip Morris gained 5% to 
$48ft when the White House 
made positive comments 
about tobacco legislation. 

Lower bond prices put 
many flnam-iai stocks under 
pressure. HawIrAiwurl ffll gHrf 
$1% to 582%. 

Technology stocks were 
mostly lower as earnings 
concerns spread. Semicon- 
ductor makers were espe- 
cially weak, with the Phila- 
delphia stock exchange’s 
chip index losing 3.35 to 
294.12. 

TORONTO wimfa an early 
attempt to extend last 
week's record-setting perfor- 
mance but by midsession, 
the market had found the 
effort too great and the TSE- 
300 composite index was 
12.43 weaker at 7,610.10. 

Against the trend, shares 
singed in two oil and gas 
drilling companies as Ensign 
Resource Services Group 
and Artisan Coip said they 
planned to merge In a 
C$l55m cash and stock deal. 
The combined Ensign and 
Artisan would have an 
equity value of about 
C$725m. 

Analysts said the two com- 
panies would reap the 
rewards of being able to 
offer a more diversified set 
of services to oil producers. 

Ensign, already Canada's 
second largest contract 
driller with 18 per cent of the 
country’s rig fleet. Jumped 
C$2.35 to C$33.10. Artisan 
was C5L10 higher at C$10.95. 

Barrick Gold edged 5 cents 
higher to C$31.15. 


Positive news in the motor 
and c hemica ls sectors helped 
FRANKFURT to edge up 
from its intra-day lows. The 
Xetra Dax index stood 2.99 
higher at the close of elec- 
tronic trade at 5,069.89, also 
supported by a more positive 
early time cm Wall Street 

In the motor sector, Volks- 
wagen jumped DM54.50 to 
1,459 as investors, relieved 
that it had lost out to BMW 
in the race to buy Britain’s 
Rolls-Royce Motor Cars from 
Vickers, stocked up cm the 
shares. Analysts said VW 
would not have been as good 
a match as BMW, which rose 
DM28.50 to DM2.11&50. 

In the chemicals sector, 
BASF rose DM1.70 to 
DM8L30 as a raft of invest- 
ment houses upgraded their 
reco mm endations on the 
stock, in the wake of its ana- 
lysts' conference last week. 

PARIS traded narrowly In 
below-average volume to end 
little changed. The CAC 40 
index closed off 10 at 
3£00.28. 

Dealers said there was 
little follow-through from 
the gains of the previous 
week. Today’s futures expiry 
was said to have pushed 
most investors to the side- 
lines. 

Oil shares lost ground 
after a day of mixed news 
from Opec. Total came off 
FFr4 to FFr755 and Elf Aqui- 
taine FFrll to FFr801, but 
far the most part the day 
was relatively trendless. 

The main losers were a 
disparate bunch. Cap Gemini 
came off FFr29 at FFr719 and 
Lagard&re FFr8.70 at 
FFr240 JO. Among financials, 
CCF lost FFr16 at FFr500. 


1 /- i St Actuaries Share Indices 
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Cement leader Lafarge 
gave up further ground, slid- 
ing FFr14 to FFr603 as inves- 
tors continued to fret about 
the group's share issue 
which has been priced at 
FFr410. 

Hotels group Accor rose 
FFr28 to FFr1,546 and Rhflne 
Poulenc, a strong market 
last week following plans for 
a capital reshuffle, added 
FFr5.80 at FFr307.70. 

AMSTERDAM moved 
lower on broad profit-taking 
and at the dose the AEX 
Index was off 11.84 at 1,129.00 
In moderate volume. 

Retailer Ahold was the 
day’s biggest casualty, slid- 
ing FI 2.10 to FI 167.20 and 
steel group Hoogovens was 
also hard hit, moving FI 2.80 
lower at FI 100.50. 

Among lesser caps, brewer 
Grolsch was a strong mar- 
ket, rising FI 2 A to FI 55.5 on 
talk of a potential takeover 
bid from Belgian brewing 
group Interbrew. 

Last year Grolsch was the 
subject of takeover rumours 
concerning Heineken, the 
leading Dutch brewer, and 


Golds lift Johannesburg 


Mexico awaits oil deal 


MEXICO CITY was an bold 
at midsessian as the market 
awaited ratification at 
epee’s Vienna meeting of a 
deal to limit oil output At 
midday, the IPC index was 
3180 lower at 5,00929. 

Analysts noted that oil 
accounted for 40 per cent of 
Mexican government reve- 
nues and 10 per cent of the 
country’s exports in 1997. 

However, a fell of 40 per 
cent in crude prices since 
last October has made a 
notable dent in Mexico's 


trade balance and forced the 
government to implement 
cuts of almost 53bn from its 
1998 budget 

CARACAS was also lower 
in morning trade as the mar- 
ket awaited the outcome of 
the Opec meeting. 

At midsession, the EBC 
index was 42.78 lower at 
7.81Z32. 

Telephone monopoly 
CANTV edged down 15 boli- 
vars to 3,135 bolivars with 
much of the selling coming 
from US investors. 


SOUrHAFRICA 

Johannesburg recouped 
early lasses to close firmer, 
helped by a strong gold sec- 
tor and firm buying ahead of 
today's unit trust closeout 
The overall index jumped 
57 A to a seven-month high of 
7,531.0 as industrials rose 
53.8 to 8,777.9 and financials 
rallied to end 46.1 better at 
an all-time high of 14,09L2 l 
G olds surged 53.6 or 7.1 
per cent to 806J), helped by 
firm bullion. Randgold added 
to Friday's 13 per cent rise 
with a jump of 172 per cent 
as the wining house said its 
future was under review. 

The shares added 100 cents 
to 680 cents as hopes grew 
that an unbundling of the 
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company would unlock 
shareholder value. Liberty 
Life lost R10 or 5.6 per cent 
to R170, hit by profit-takers. 


Tokyo falls on lack of support 


ASIA PACIFIC 


Disappointment over the 
lack of effective government 
action to support the market 
led to a sharp fell of almost 
a per cent In TOKYO, writes 
MtcMyo Ndkamoto. 

The Nikkei 225 average fell 
476J22 to close at 16J63.04 as 
investors grew increasingly 
impatient over the failure of 
the government to deliver its 
expected share support oper- 
ation. 

The Nikkei fluctuated 
between a high of 17,00999 
and a low of 16,238.56 in 
unenthusiastlc trade. In 
spite of much talk of govern- 
ment action to support the 
market, there was little evi- 
dence of any such activity. 

Volume came to only &fim 
shares, up from 300m on Fri- 
day. Losers outnumbered 
gainers by 791 to 317. 

The Topix index of all 
first-section issues fen 17.28 
at 1,241.27. 

Futures selling also hit the 
index. A large purchase of 
put options on the futures 
market at a 14,000 strike 
price led to a rush of hedg- 
ing which contributed to the 
market's steep fell 

Institutional investors 
dumped bank stocks and 
steel and construction 
issues, which are particu- 
larly vulnerable to domestic 
economic activity. 

Nippon Steel the volume 


leader, lost Y9 to Y213 while 
Fajita, the construction com- 
pany, lost Y16 to Y121. 
Among bank shares, Sakura 
Bank declined Y35 to Y466 
and Long-Term Credit Bank 
fell Y25 to Y289. 

Showa Line, the shi p pin g 
company, was the biggest 
loser, falling YfiO to Y55 on 

Japan 

wei22SAvawroaq 



fa a i»7 


news that it was to use part 
of Its capital to wipe out Its 
cumulative losses. 

SEOUL dropped 2.8 per 
cent as retail Investors lied 
the market on fears that 
another debt crisis may be 
looming, as a heavy calendar 
of corporate debt comes due 
between April and June. 

The composite index 
closed at 482^3, down 13-93, 
the lowest dose of the 
month. 


Analysts said concerns 
that corporate debt, both for- 
eign and local, would hit the 
market were stoked by a 
SBC Warburg Dillon Read 
report 

However, finance minister 
Lee Kyu-sung said he saw no 
corporate debt crisis In the 
second quarter as he 
believed private companies 
would be able to pay the 
$9.5bn In private debt com- 
ing due thin year. 

Brokers said carmakers 
took a hit as slumping 
domestic sales caused inven- 
tories to soar, forcing a slow- 
down in production. 

S&angyong Motor fell l(L5 
per cent to Won2,90Q, Kia 
Motors lost 8 per cent to 
Wan&900, Hyundai Motor hit 
a morning low of Warns, 700, 
down 6.8 per cent, hut recov- 
ered to dose at Won2d900. 
Asia Motors fell 5.4 par cent 
to Wonl.750. 

HONG KONG slid into 
negative territory in after- 
noon trade as Investors, 
unnerved by Tokyo's tum- 
ble, began to take profits. 
The Hang Seng Index lost 
231.74 or 2 per cent to 
11,503.76. 

Analysts said the market 
was encouraged by the 25 
basis point cut in prime 
rates delivered by local 
banks on Friday, but some 
investors said the cut was 
smaller than expected. 

Turnover finished at 


HK$8bn compared with Fri- 
day’s HK$6.6bn. 

Index heavyweight HSBC 
slipped HK$3 to HKS238 but 
Hang Seng Bank went 
against the current, gaining 
GO cents to HK$7&50. Hope- 
well Holdings was another 
winner, adding 10 cents to 
HK$l.BO ahead of results 
that after the market 
closed. 

WELLINGTON fell steeply 
as blue chips came In for 
concerted profit-taking. NZ 
Telecom shed 20 cents to 

NZ$8.75 and Brierley Invest- 
ments sagged 4 cents or 3.7 
per cent to N21.03 after hit- 
ting a five-year low of 99 
cents at one stage. The 40 
ca pital index ended off 37.79 
or 1 A per cent at 2303.12. 

BANGKOK continued to 
lose ground ahead of today’s 
announcement of tighter 
loan and prov isioning crite- 
ria for financial companies. 
The SET index shed 4.76 to 
466.09 as rumours of hanking 
sector share Issues contin- 
ued to dog sentiment Thai 
Fanners Bank lost Btfl.50 at 
Bt77.50. 

MANILA moved lower in 
moderate volume. The com- 
posite index lost 27,86 to 
2,278.60 with most of the 
day's action confined to lead- 
ing stocks. 

Ayala Corp came off 75 
centavos at 17.75 pesos and 
Ayala Land gave up 75 cen- 
tavos at 18.75 pesos. 


yesterday hopes were run- 
ning high for a three-way 
bidding contest 

MADRID moved lower 
with the general Index slip- 
ping 0.32 to 887.59 with the 
downside trend marginally 
outweighing a number of 
strong features. 

Tabacalera gained Ptal90 
to Ptal7,550 after hitting 
Ptal7,780 ahead of the public 
share offer of the state's 
remaining 52.4- per cent 
stake in the tobacco leader 
d ue to begin on April 13. 

ZURICH closed flat after a 
day under the influence of 
contradictory forces. Profit- 
taking and Mgtog bond mar- 
kets were marginally out- 
weighed by a firm dollar, 
together with rises in the 
banks and Roche. The SMI 
index finished 6 higher at 
7,536.3. 

UBS gained SFr26 to 


SEY2.496 and SBC was SFr5 
higher at SFr537 on 
follow-through buying and 
positive press comment 
about the banks' merger 
plans. 

Roche certificates picked 
up SFrl95 to SFn.6^350, after 
having been badly hit last 
week when the company 
published disappointing 1997 
figures. Novartis slipped 
SFrll to SFr2£74. 

ABB continued on its 
upward path with a rise of 
SFr21 to SFi2,280. HZ Group 
said on Friday that It held 
an indirect 5.6 per cent stake 
in the company. 

Nestle saw profit-taking 
that sent the shares down 
SFT18 to SFr2J382. 

Among second- tier stocks, 
SAir Group, which said it 
was cautiously optimistic for 
1998, was down SFrl7 to 
SFT2.1075. 

ISTANBUL tumbled Z8 per 
cent on renewed concerns 
that the country could be 
heading for early elections. 

The worries were exacer- 
bated by investors selling up 
to switch into repurchase 
agreements based on state 
securities ahead of a public 
holiday next week. The 
IMKB National-100 Index 
closed 90.97 lower at 3^22.79. 
The market was unsettled by 
reports that there could be 
early polls. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Peter Hall and Paul 
Grogan 


Italian investors have been 
cheering the remarkable per- 
formance of the Milan stock 
exchange with the sort of 
enthusiasm normally 
reserved for a winning 
streak by their national foot- 
ball team. 

Since the beginning of the 
year, the broad Mlbtel index 
has gained more than 40 per 
cent after rising almost 60 
per cent in 1997. In the past 
five years, the "boraa" has 
notched up a 182 per cent 
gain in dollar terms, more 
than F rankf urt’s 141 per cent 
and Wall Street's 145 per 
cent over the same period. 

“Euro-euphoria” gripped 
the Italian market last week 
after Italy was given the 
green light to become a foun- 
ding member of European 
economic and monetary 
union. The Mibtel notched 
up another 5 per cent gain 
during the week in spite of a 
0.32 per cent dip on Friday. 
Although fund managers 
and brokers have started 
showing signs of anxiety 
with calls for a technical cor 
rectUm, the market shows no 
sign of lnurfrig steam. 

The market continued to 
rise yesterday in contrast to 
most European markets. 
"Everybody expected a cor- 
rection this morning, but we 
only saw a dip before 
strong liquidity pushed the 
market higher," said one 
Milan broker. 

With net Treasury bond 
yields below 4 per cent and 
expectations of another cut 
in the Bank of Italy’s dis- 
count rate after Italy's for- 
mal ratification. In Emu on 
May 2, . small investors have 
continued to switch increas- 
ingly from fixed income 
securities to equities. 

Net purchases of Italian 
equities by mutual funds 
totalled L4^00bn in January 
and L3,300bn In February. 
That compares with a 
monthly average of L600bn 
last year. 

Support for the bull run 
has also come from the over- 
all Improvement In corpo- 
rate profits and the restruct- 


row Max COM) 





This announcement appears as a matter of record only 


uring, modernisation and 
consolidation in the indus- 
trial and banking' sectors. 

A wave of bank mergers 
has led to record gains in 
bank stocks while Intense 
restructuring and stream- 
lining in companies such as 
Olivetti and Pirelli have seen 
spectacular gains In Individ- 
ual corporate stocks. 

Even the fact that price- 
earnings ratios are dose to 
30, against an historic aver- 
age of 16.5, does not appear 
to have deterred Investors. 

The last big bubble to hit 
small investors burst in 
198546. But the market sees 
few risks of a repeat. P/e 
ratios have yet to hit the lev- 
els of those years, when the 
speculative rise In Italian 
equities was not matched by 
Himiiar rises elsewhere. Now 
the market is not rising in 
isolation but following, 
indeed exceeding, the trend 
in Europe and the US. 

Italy’s entry into Emu, 
inflation running at an 
annual , rate of L8 per cent, 
prospects of further interest 
rate fatin and new privatisa- 
tion issues, and heavy liquid- 
ity in a country with one of 
the world's largest savings 
rates, are all helping the 
party to continue. 

Paul Betts 

• This is the first in a 
series of reports on coun- 
tries Joining the European 
single currency. 


Mori, 1998 


The State of the Netherlands 


The Ministry of Transport, Public Works and Water Management 


The Ministry of Finance 


Auction of Telecommunications Licences 

comprising 


2 national DCS 1800/ GSM licences of 20 MHz each 


16 DCS 1800 frequency lots of 42 MHz total 


NLG 1,835,664,997 


SBC Warburg Dillon Read 

financial Advisor and Auctioneer 


Andersen Management International 

financial Advisor 
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BRUSSELS REGION 

The city's new-found wealth has failed 
to ease its legacy of internal tensions, 
writes Nell Buckley 

Europe's capital faces a 
multifaceted challenge 

I f ever a city deserved to be alent to more than 10 per cent of ited. Only in IBM did th«» rtu, 
experiment, it gross regional prodSS. More iSmTT "Jffi £? ££ 
is Brussels. As a largely recent fieur** fmm n%* « „ . r_ 
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I f ever a city deserved to be 
called a social experiment, it 
is Brussels. As a largely 
French-speaking Island in a 
Dutch-speaking region, it has 
attempt e d in its 168 years as the 
Belgian capital to unite two com- 
munities with different lan- 
guages, cultures, traditions, and 
personalities. 

For 40 years, it has conducted a 
similar experiment on a far big- 
ger scale, trying to create a mul- 
tilingual, multicultural city that 
is the administrative and politi- 
cal centre of a union of 15 states. 

The accident of history that 
turned this small city into the 
"Capital of Europe" has brought 
many benefits. So. too, has its 
position at the heart of one of the 
most densely-populated areas of 
the European single market 
The influx of diplomats, civil 
servants, lobbyists, consultants, 
lawyers, trade associations, non- 
governmental organisations and 
businesses that has accompanied 
the development of the European 
Union has helped the Brussels 
region to became the third-rich' 
est in Europe, in terms of wealth 
generated per capita. 

The city-region, created in 1989 
as. one of the three regions mak- 
ing up today's federal Bel gium, 
comprises only 161 sq km and 
coaly 9.3 per cent af the national 
population. However, it accounts 
for 17.6 per cent of national 
employment, 18.3 per cent of all 
exports, a quarter of investments, 
and almost 20 per cent of Belgian 
business turnover. 

Tbe presence not just of the 
EU, but the headquarters of the 
North Atlantic Treaty Organisa- 
tion 56 other inter-govern- 
mental organisations, has helped 
attract 2^00 foreign companies 
into tiie region. 

A study by Mens en Ruinate, a 
Brussels consultancy, in 1992 - 
currently being updated - found 
that tbe then 12-nation EU 
pumped almost BFrlOObn a year 
into the regional economy, equiv- 


alent to mare than 10 per cent of 
gross regional product. More 
recent figures from the Belgian 
National Bank put the EU contri- 
bution at BFrlSSbn. 

But this international *»««» 
has also imposed strains on a city 
still struggling to come to terms 
with its own domestic problems 
and complex historical legacy. Its 
new-found wealth and infiT^ A nce 
has not eased the tensions 
between its communities. 

Not only are there continuing 
squabbles between French-speak- 
ers, making up 85 per cent of the 
regional population, and the 
Dutch-speaking minority, but the 
Brussels region has an immi- 
grant population nearing 30 per 
emit of tbe total. 

There are sizeable communities 
from eastern Europe, Turkey, 
Morocco, and Africa - particu- 
larly Congo, reflecting Belgium's 
colonial past. The 950,000 
regional population includes 
150,000 Moslems. 

The corps of well-paid diplo- 
mats and Eurocrats adds an extra 
dimension to the problem, result- 
ing In sharp disparities between 
the wealthy and less privileged 
parts of the city. 

As Jos Chabert, regional econ- 
omy minister, points out, Brus- 
sels' richest communes, or 
municipal districts, have average 
incomes three timp« jri ghpr - and 
unemployment three times lower 
- than the poorest 

Social unrest sometimes 
results. Last year there were 
riots among the Immigrant popu- 
lation in the disadvantaged west- 
ern commune of Anderlecbt 

The problems are exacerbated 
by a legacy of poor planning, 
underfunding and under-invest- 
ment from the days before Brus- 
sels had a regional authority. 

Although the Brussels Agglom- 
eration was created in 1970 to 
handle problems common to the 
city's 19 communes, including 
ambulance, fire and waste dis- 
posal services, its scope was lim- 


ited. Only in 1969 did the dty 
became a region with its own 
five-minister g ov ernment and 75- 
seat parliament. 

Its status was reinforced by the 
Belgian state reforms of 1993, 
which put what is officially 
called the Brussels-Capital 
Region on the same constitu- 
tional footing as the larger 
regions of Dutch -speaking Flan- 
ders and French-speaking Wal- 
lonia. 

Giving the dty its own govern- 
ment has proved a turning point. 
Charles Picqufe, minister-presi- 
dent, has introduced a regional 
development plan, meiniflng , foe 
the first time, a coherent «r»n*ng 
policy. 

He also plans to redevelop the 
run-down former industrial area 
around the canal running 
through the west part of the dty. 

Mr Chabert in 1996 unveiled 
the 50-point “Dynamo" plan to 
stimulate the regional economy, 
both by attracting foreign inves- 
tors and improving the business 
environment for home-grown 
companies. 

Spending has increased on 
environmental projects to 
improve air and water quality. 
And Brussels’ communes, once 
dose to collapse under a debt 
burden of almost BFr60bn 
($L6bn), have largely managed to 
pay off their debts, partly 
through last year’s flotation of 
the municipally-owned bank 
Credit Communal de Belgique 

But Mr PiCqUfe nrawplaitiw that. 
the region is still underfunded, ft 
accounts for 36 per cent of Bel- 
gium’s corporate taxation but 
this all goes to the state. Brussels 
itself does not get a fair return. 

“It is one of Belgium’s groat 
historical fortunes that Brussels 
gimuiri have been designated an 
international capital by Europe," 
he says. "But people have not 
always understood how much 
Belgium's economic development 
is due to Brussels." Mr Picqufe 
aridg that demands for an Mmnni 
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One of Europe* richest regions - the glttsrtng side of 


grant from central government, 
reflecting both Brussels’ contri- 
bution to the national i rf hin and 
Its special needs, win be an 
important part of the next round 
of negotiations - doe next year - 
on cons tit iinonal reforms. 

D emands may wwno ft ymi other 
quarters for a more radical reap- 
praisal of Brussels’ status within 
Belgium. 

The linguistic and cultural 
divide naming through state and 


capital still ham pers good gover- 
nance of the city. The delicate 
political consensus that has pre- 
vailed since 1989 was recently 
shattered by a dispute ova- Flem- 
ish calls far a language split of 70 
per cent francophone and 80 per 
cent Dutch-speaking in future 
flpp flhrtfflpn te to the fire brigade 
and adm tnte i r alive departments. 
This goes beyond the 85-15 split 
in the Brussels population at 
large. 


A senior Flemish official in the 
regional government resigned, 
complaining of ‘‘pro-francophone 
bias", when the demands were 
not met exactly. 

A similar row in six Flemish 
c ommunes bordering the Brus- 
sels-Capital Region itself has 
caused national controversy. Leo 
Peeters, the Flemish interior min- 
ister, last year ordered them to 
stop mririg French in ntwriai bust 


The order, thrown out by the 
districts’ mayors, challenged 
their constitutional status as 
"facility communes" where tbe 
nffirini use of both languages is 
permitted. Linguistic squabbles 
have also dogged Brussels’ prepa- 
rations to be a European Culture 
Capital in 2000, prompting the 
resignation of one of the project 
directors last week. 

The electorate is also increas- 
ingly radicalised. Regional elec- 
tions in 1995 saw the National 
Front win four of the 65 seats 
reserved for fran c op ho ne parties; 
tbe far-right Vlaams Blok won 
two of IB seats reserved far Flem- 
ish parties. 

With a break-up of Belgium no 
longer unthinkable, Brussels 
finds Itself uncomfortably, at the 
centre of the debate. One view is 
that if Flanders and Wallonia 
were to gyfa independence, Brus- 
sels’ geographical position means 
it should be part of any future 
Flemish state. Some political 
commentators have called the 
dty Flanders’ “Jerusalem". 

The opposing view is that since 
Brussels is largely French-speak- 
ing, the only solution would be to 
make it an independent city- 
state. “Capital 1 of Europe". 

Some - Incl uding Louis Tob- 
back, president of the Flemish 
Socialist party - have suggested 
that to get round today’s intra- 
community squabbles and pre- 
empt any break-up of Belgium. 
Brussels should even now 
become a self-governing, self-fin- 
ancing city stale, in whose gover- 
nance “Europe” - or the EU insti- 
tutions - would have a say. Such 
a project has been nicknamed 
“Brussels DC”. - 

Mr Picqufe firmly rejects the 
idea of Brussels DC, warning that 
Brussels owes its position as 
European capital at least in part 
to the fact that it is the Belgian 

rai pHlil 

Such a move would also repre- 
sent a broader failure of the Bel- 
gian social experiment, he adds, 
and bode ill for the whole Euro- 
pean project 

“It would be a tragedy if the 
capital of Europe became a sym- 
bol of cultural division. It would 
be a real paradox - tt seems an 
unimaginable paradox, though 
the risk is there,” he says. 

“If Belgium exploded tomor- 
row, Brussels would have to find 
a future as a European city-state, 
but we are not at that stage. The 
best scenario is to r emain bath 
European capital, and tbe Bel- 
gian capital. * 
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“Of course we are in favour of the Euro. 

With the Euro we can take on the Yen and the Dollar on equal terms. 
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“We are an international company with production 
plant in many diff erent countries and trade links that cross 
frontiers right round the world, so the Euro impacts on our 
busi ne ss at many different levels,” affirms Alfons Peeters, 
managing director of Etemit Construction Materials. “From 
the point of view of book-keeping, it may be just one more 
currency to deal with. However, when trading inside the 
European Union, exchange and hedging costs can amount to as 
much as half a percent of turnover, so their disappearance 
should result in a better bottom line. That’s why we are 
looking forward to Monetary Union.” 

The Euro - the world's strongest 
local currency ’ 

Mr Peeters went on to outline the company’s position 
towards companies outside the European Union, Today, 

negotiating with a 
small, local currency, 
we are in an inferior 
position, and in terms 
of forex we always 
have to make conces- 
sions. With the Euro, 
this position will be 
reversed - we expect 
the Euro to be a strong 
currency especially 
a gains t the dollar and 
the yen. It might permit us to require invoicing in the Euro, our 
‘local currency’ 

How the Euro will level the 
playingfield 

But Mr Peeters looks farther ahead than mere financial 
convenience and predicts management improvements as a 
result of the Euro. “The commercial playing field of Europe 
Trill be perfectly level thanks to the Euro and so competition 
will be played out without distortion, with pure management 
and marketing skills, technical knowhow and product quality. 
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Alfons Peeters 

managing director of Etemit 
Construction Materials talks to 

Johan Cuppens 

European financial journalist 
and analyst 
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Money will no longer affect competitive tendering and perfor- 
mance and will revert to its proper role as a settlement tooL So 
the introduction of the Euro is going to mark a major step 
forward.” 

Preparation for the EMU has long been incorporated 
into Etemit’s forward planning. “We have already done a great 
deal of think i ng on the subject,” Mr Peeters continued, “and as 
we move towards the implementation process, we expect our 
banks to play a crucial role in the consultation process. 
Generale Bank supplies us with some very valuable Euro- 
background as well as active briefings on financial topics and I 
have no doubt that we are demanding customers.” ■ 

The bank as a long termpartner 

“For a company like Etemit with its widespread 
European network, having a ‘house bank* with a similar reach 
is a major asset - it helps us both in international transactions 
arid long term operations.” In fact the Bank’s international 
profile mirrors Eternit s outside Europe as well but according 
to Mr Peeters, the key factor is the relationship with the bank 
:.fo- daily operations. “The decentralised nature of Generale 
Bankfs branch network gives us direct access to the man or 
woman in charge, and puis a human face on our business 
relationship. In fact, all round, we get much more than money 
. from&ur bank.” 

^ ’ fj • " 

. Generale Bank Group 

' • ; Your Business Partner in Europe 

. and beyond 

Brussels Tel: (32) 800 12332332 
Cologne Tel: (49) 221 16 11 0 
Lisbon. Teh (351) 1 313 9316 
. London Tel: (44) 171 247 5353 
Madrid Tel: (34) 1 432 6767 
Milano TeL- (39) 2 575 321 
Paris . Tel: (33) 142 80 89 29 

Rotterdam Tel: (31) 10270 1010 

'.:•• BELGIUM - FRANCE • GERMANY.- ITALY • LUXEMBOURG 
NETHERLANDS - PORTUGAL ■ SPAIN ■ UNITED KINGDOM 
AFRICA • AMERICA • ASIA 
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Core of growing influence 
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A robust grouping 
of financial 
institutions has 
been attracted 
to the city 

Brussels will never match 
London or Frankfort as a 
financ ia l centre but it has 
robust institutions for secu- 
rities trading, and their 
influence Is growing. 

Although Belgium is one 
of Europe’s smallest coun- 
tries, its stock exchange 
ranks alongside bourses of 
other, largo 1 countries. 

The market capitalisation 
of Belgian companies quoted 
on the stock exchange Is 57 
per cent of the country's 
gross national product, 
higher. It says, than both 
Paris and Frankfurt. 

It is planning to merge 
with Belfox, the city’s six- 
year-old futures and options 
exchange, and with CIK. 
securities depositary for the 
Belgian market, to create 
Brussels Exchanges. 

Brussels is also home to 
Easdaq, a pan-European 
stock exchange aimed 
mainly at fast-growing 
young companies involved 
in niche markets, and to 
Euroclear, a settlements sys- 
tem for internationally 
traded securities. 

Their presence is appropri- 
ate In a city where some 65 
foreign banks have offices. 

They and other finanria? 
services activities axe 


attracted to Brussels’ geo- 
graphical location at the 
heart of Europe, the pres- 
ence of the European Union 
institutions and a large 
international community. 

At the centre of the Bel- 
gian financial system is the 
Brussels stock exchange, set 
up in 1801 and the reference 
market for 150 Belgian com- 
panies. About the same num- 
ber of foreign companies are 
also traded on the exchange. 

As in other European 
countries, the Belgian 
exchange is benefiting from 
a sharp rise in the value of 
companies and the Bel 20 
index of blue chip stocks last 
week reached the 3,000 index 
mark for the first time. 

Ann Vleminckx, the 
exchange’s vice-chairman, 
detects a change in Belgian 
attitudes towards Invest- 
ment. “Institutional inves- 
tors are becoming more 
important and more and 
more pension funds are 
being created. 

“With interest rates low. 
private investors have also 
discovered the stock 
exchange and increasing 
numbers of companies are 
thinking of raising money 
through the equity- route.” 

Average dally tr ading on 
the exchange has increased 
from BFr3bn in 1996 to 
BFifi.6bn so for this year. 

Last year the exchange 
attracted 13 new members 
and it expects a similar num- 
ber, or more, to list this 
year, which should be 


enough to increase the total 
listings in spite of takeovers 
of Belgian companies by for- 
eign concerns. 

“The big question is 
whether the change in die 
Belgian equity culture is suf- 
ficient to resist a market 
downturn,” says Mrs Vle- 
mvnckx. “We will not have 
have a bun market for ever.” 

The exchange is preparing 
for the future with a series 
of alliances, starting three 
months ago with, a merger 
with the Antwerp exchange 
where five companies are 
listed. 

It has struck an alliance 
with the other Benelux 
exchanges of Luxembourg 
and Amsterdam which win 
give members better access 
to each others’ markets. 

The Brussels bourse is 
also participating in the 
Euro.NM exchange, a new 
market for fast-growing com- 
panies, along with Paris, 
Amsterdam and Frankfurt. 
Four of the 70 companies 
with listings cm Euro.NM are 
Belgian. 

The merger with Belfox 
and the CIS is prompted by 
die globalisation of markets 
and the need for individual 
countries to adopt a more 
coherent and integrated 
approach. 

Jos Schmidt Belfox presi- 
dent says his organisation 
was established as a sepa- 
rate organisation in the 
early 1990s because it needed 
a specialised focus and staff 

The stock exchange had 


experimented with futures 
and options but without real 
success. Last year some &5m 
contracts were traded on 
Belfox with eqnlties-based 
deals in the ascendancy. 

Mr Schmidt says Euro- 
peans can no longer look at 
markets in a national or 
domestic way. "We have to 
be more international and 
that requires working with a 
single strategy-” He expects 
the Brussels Exchanges to 
form more alliances, in addi- 
tion to those already 
planned. 

Easdaq has an even 
shorter track record than 
Belfox, having set up for 
business in November 1996. 
There are only five Belgian 
companies listed on it. Its 
aim, however, is not to com- 
pete with the Belgian bourse 
but to be a pan-European 
exchange, fining the same 
kind of niche that Nasdaq 
carved out in the US by 
appealing to growing, often 
high technology, companies. 

The exchange chose Brus- 
sels for its European bead- 
quarters partly for technical 
reasons. Belgium was one of 
the first countries to adopt 
the European Union's invest- 
ment services directive and 
this provided it with the cer- 
tainty it needed to plan for 
its future. 

Belgium also appealed 
because of Its size. “If we 
bad gone to Paris we would 
have been associated by 
people from other countries 
with the market places there 


- and the same in Frank- 
furt," says Jack Putzeys, 
chief executive. “Choosing 
Belgium was easy because if 
is a small country. Nobody 
has an ego.” i 

Easdaq lists 25 companies 
with a total market capitalis- 
ation of tlO^bn, 10 of which 
have dual listings on Nas^ 
daq. Overall the Easdaq 

ttkIpy is up more thnn 120 

per cent since December 3f 
1996. 

Mr Putzeys concedes Eas- 
daq has fewer listed compa- 
nies than targeted for but 
says the quality of the com- 
panies and the average mar- 
ket capitalisation is higher 
than be expected. Turnover 
Is increasing every day, he 
says, and the value of shares 
traded reached $61m at its 
peak. 

Euroclear, established in 
Brussels 30 years ago. deals 
with larger sums. It is the 
world’s largest settlement 
system for internationally 
traded securities and says 
that last year the value of 
securities settled within It 
was $38,000bn. 

It enables securities pro- 
fessionals, iwcl nfting most of 
the world's commercial 
banks, to exchange securi- 
ties for cni>i in a risk-con- 
trolled environment 

Euroclear is expanding, 
having increased its Brus- 
sels staff by 50 per cent to 
1.200 in the past three years. 
Projects this year include 
the es tablishment of “real- 
time settlement" from June. 


PROFILE; CHARLES HCQUg » by Neil Buckley 

A strong voice I 
within the state 


To deny the city's 
multicultural 
role is -a 
colossal 
historical error' 

Charles Pieqnfi has become 
almost the symbol of Brus- 
sels. He has been minister- 
president of the Brussels- 
Capital Region, (me of Bel- 
gium's three federal regions, 

since its creation nine years 
ago, as well as mayor of one 
of its 19 local authorities. 

But . he Insists that he 
remains a Belgian. In the 
intensifying debate on the 
fliture of Belgium, he does 
not advocate the creation of 
a “Brussels DC”, an indepen- 
dent city-state, capital of 
Europe, as some opponents 
and colleagues da 

The man once described as 
Belgium’s “next prime min- 
ister but two" has indicated 
he will step down from his 
regional job next year - after 
10 years - to stand for elec- 
tion as a deputy In the 
national parliament. 

It is time, be says, to give 
Brussels a stronger voice in 
that forum. But he will be 
arguing for Brussels’ piara 
within the Belgian state, not 
outside it 

“We want Brussels to 
remain a fidirateur, or 
unionist part of Belgium." 


TRANSPORT • by Derek Blyth 


Fast-track 
route to a 
European 
rail hub 


The link between 
Brussels and Paris 
has become the 
jewel in the 
Thalys crown 

Brussels has been at the 
leading edge of rail travel 
since the first train on 
continental Europe rumbled 
along the line between 
Brussels and Mechelen in 
1835. 

Much of the historic heart 
of Brussels was bulldozed 
between 1911 and 1953 to 
build an underground 
junction linking the Gare du 
Nord, Gare Centrale, and 
Gare du Midi, which has 
• helped turn Brussels into a 
European rail hub. with 
routes radiating across 
northern Europe. 

The city has recently 
strengthened its role as a 
hub by investing BFrlSObn 


In highspeed technology. A 
new 70kzo dedicated track 
was opened last December 
between Brussels and Lille, 
in northern France, to plug 
Brussels Into the French 
TGV network. 

This fast track has lopped 
30 minutes off the journey 
by Eurostar to London, 
reducing it to two hours and 
40 minutes, which is 30 
minutes faster than the 
London-Paris trip. 

The Belgian link allows 
sleek new Thalys trains - 
the latest TGVs run by a 
consortium of Belgian. 
French. Dutch and German 
railways - to run between 
Paris and Brussels in only 
one hour 25 minutes, halving 
the three hour journey 
time of only a few years 
ago. 

Five million passengers 
have travelled on the Thalys 
Paris service since it began 



At the cutting edge. Thirty minutes has been lopped off the Ewostar journey to London 


in mid-1996. The route is 
now served by 16 trains 
trains a day in each 
direction. A businessman 
can take the 7.10am train 
from Brussels and be in 
Paris by &35am., 

With no passport controls 
to slow things down - 


Invest 
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Some 2 ,000 foreign companies have set up their offices in Brussels :from SUE to European : 
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business, the Region encourages your project and your- activities are supported by a wide 
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studies: whosever (hr size of your company Specific investments grants are available for < 
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th anks to the Schengen 
treaty removing intra-EU 
border controls - it is 
possible to schedule a 9am 
meeting in Paris without the 
need for an overnight stay. 

Thalys is also making 
Paris an easy day-trip from 
Brussels, with tourists 
making up about 65 per cent 
of passengers. Parisians call 
it the “Ihalys effect”. 

The Eurostar and Thalys 
links put Brussels at the 
heart of one of the world’s 
most advanced rail transport 
systems, capitalising on its 
central position in Europe’s 
single market 

They have also been a 
boost to rail traveL After 
pars of declini ng sal es, the 
Belgian rail authorities can 
scarcely believe the latest 
passenger figures. 

The old trains between 
Brussels and Paris took just 
under a quarter of the whole 
market in 1994, while Thalys 
scooped up 48 pa- cent of the 
business in 1997. with most 
of the gain coming from 
car users switching to 
trains. 

An average of 70 per cent 
of seats on Thalys trains are 
now occupied. This is in 
marked contrast to the early 
days of Eurostar, when 
many trains on the Brussels 
to London route were empty 
- although Eurostar figures 
are also improving. The 
Brussels-to-Paris link has 
become the jewel in the 
ThalyB crown, bringing in 70 
per cent of the consortium's 
income. 

The Thalys network 
radiates from Brussels to 
Paris, Amsterdam. Cologne 
and Ostend. The 
Paris-to-Brussels link is the 
only one that allows trains 
to travel at maximum speed, 
but- the other two main links 
In Belgium are now being 
built for high-speed travel to 
Antwerp and Lifege. 

A proposed high-speed 
route north from Antwerp to 
Amsterdam is in question 
due to opposition from 
Dutch environmental 
groups, and the problems of 
building a line in the 
overcrowded Randstad 

region. 


But to Brussels the future 
is taking shape at speed. The 
ageing Gare du Nord has 
been given a facelift to 
match its new status at the 
heart of the high-speed 
network. It now has an 
airport-style departure 
lounge, Italian coffee shops 
and gleaming booking hall. 

The success of Thalys and 
Eurostar has convinced the 
Belgian rail authority that 
Brussels will need a second 
highspeed station by 2015 at 
the latest 

They are considering 
upgrading the 19th-century 

The main 
problem for 
the city 
is the daily 
tail-back of 
commuters 

Gare de Schaerbeek, north of 
the city centre, into a 
high-speed station with a 
link to nearby Zaventem 
airport 

Plans under consideration 
would allow air passeng e rs 
to check in at the rail 
terminal. But the TGV . 
station is likely to- meet 
fierce opposition ; from 
environmental groups 
concerned about - the 
destruction of a nearby 
nature reserve and from 
local residents who want to 
preserve their leafy 
suburban neighbourhood. . 5 

Brussels’ international 
airport Zaventem, is also an 
important part of the city’s 
International transport 
network. It is barely 30 
minutes away by train or 
taxi, making it one of the 
closest airports to the city 
centre of any .European 
capital, even though it is 
beyond the boundary of. the 
Brussels Region. 

Construction of a new 
terminal In the 1990s has 
allowed the airport td 
increase the number of 
passengers handled to iftrf . 
in 1997, an 18 per cent 
year-on-year increase. 


Business travellers make up 
70 per cent of the total. 

Moves underway to mage 
the two authorities which 
manage different aspects of 
the airport, the Brussels 
Airport Terminal Company 
and the state-owned Regie 
des Voies Adriennes (air 
transport authority), into a 
single semi-private entity 
should also improve the 
efficiency of the airport 
managsmant 

Brussels is also developing 
its internal public transport 
and urging people to leave 
their cars at home. The 
region already has five 
metro lines and a tram 
network, as wen as a bus 
network. 

Ultra-modern T2000 trams 
have been introduced on two 
lines linking the city centre 
with outlying business 
districts to a bid to persuade 
the business community to 
switch to public transport. 

But the main problem 
confronting the city is the 
daily tail-back of commuters 
driving into the city. Some 
306,000 people - about half 
the total workforce - 
commute into Brussels daily 
and most of them use cars. 

The Brussels region 
launched the so-called Iris 
Flan last year in a bid to 
develop a rational transport 
policy that would improve 
quality of life. 

One aim is to create a 
rapid urban rail network,, 
similar to the Roseau 
Express Regional of Paris, 
winch may be running on 
existing tracks by 2008. 

The Region has been less 
energetic in promoting 
cycling and walking. Under 
the Iris Plan, the proportion 
of bicycle journeys was 
meant to rise from 2 per cent 
of total public transport 
needs to 10 per cent by 2006. 
through creation of a 200km. 
network of 19 dedicated 
cycle lanes. 

Environmental groups, 
however, complain that no 
progress has been made on 
c re a ting these routes. Some 
aspects of Brussels transport . 
policy are still stuck In the 
slow lane. 



Charles Pfcqufe region's 

nwusiM“presxivn 

he says. “I don’t share these 
separatist, regionalist 
views." A break-up of Bel- 
gium could even lead to 
Brussels losing its broader 
European role, he warns. 

“We have to be aware that 
if Belgium explodes, Brus- 
sels might not remain the 
European capital. We are the 
European capital partly 
thariks to the feet that we 
are capital of a state.” 

Those, particularly in 
Flanders, Belgium's Dutch- 
speaking northern region, 
who' advocate the break-up 
of Belgium underestimate 
the contribution Brussels 
makes to the country's 
wealth - and how that contri- 
bution could be undermined 
if Brussels’ European role 
were weakened. 

“Brussels has for a long 
thrift been the unloved child 
of Belgium.'’ he says, 
“because the Flemings 
regarded it as a francophone 
city, and the Walloons (in 
Belgium's French-speaking 
southern region) as the 
incarnation of the central- 
ism of the Belgian state." 
This explains what Mr Pic- 
qu& calls the " BrvzeBo-Belge 
misunderstanding". 

“Wallonia and- Flanders 
have not always realised 
Brussels' importance to their 
own development.” 

But an important part of 
Mr Picqufe s policy for the 
region is ensuring it receives 
a fair share of the wealth it 
creates. Measured by GDP 
per head. Brussels is the 
third-weal thiest region In 
the EU but elements of the 
organisation of the Belgian 
federal state leave the city 
disadvantaged. 

One prdblem is that 
although 35 per cent of Bel- 
gium's corporate taxes are 
generated* in Brussels, they 
go directly into the national 
coffers fo fond federally 
organised services. This 
leaves Brussels with insuffi- 
cient locally-raised means to 
fund its role as Capital of 
Europe. 

“One of Brussels’ malaises 
is perhaps that the national 
state has not sufficiently 
taken into account the bur- 
den Brussels has assumed in 
its role as an international 
city,” says Mr PicquA 

At the same time, the 
boundaries of the city-region 
were' tightly drawn when it 
was created in 2989 - it is a 
mere. 16X sq km - to avoid 
clashes with the Flemings 
and Walloons. 

The problem is that 
increasing numbers of 
people commute into the 
region to work and use Brus- 
sels-funded services but live 
and pay their taxes, outside. 
As the wealthy move out to 


the leafy suburbs, they are 
often replaced by poorer or 
unemployed arrivals who 
reduce average income te 1 ’- 
els within the Brussels 
region. 

im pofrio g some kind of city 
tax an the naoetteurs or com- 
muters is sot an option. Mr 
Picqud concedes. Instead he 
is f yeWng to claw back some 
of the region's corporate tax- 
ation in the form of an 
nmwiai grant from central 
government. 

This, he adds, will be one 
of Brussels' main targets io 
the next round of talks on 
constitutional reform, due to 
start next year. It is a 
durwawd unlikely to go down 
well in Flanders or Wallonia- 

The influx into the city of 
low-income immigrants from 
surrounding regions, and 
other countries, imposes 
other demands. One is to 
improve t rying and educa- 
tion to assure the demands 
of Brussels' mainly tertiary- 
sector economy for skilled 
workers can be met from 
within the region. 

Another is to prevent con- 
flicts to one iff Europe's most 
multicultural cities. With a 
30 per cent non-Belgian pop- 
ulation, Brussels has a 
hi gbftr p rop o r t io n of immi- 
grants than most other Euro- 
pean capitals. 

Alongside the diplomats 
and Eurocrats are sizeable 
communities from Africa, 
Turkey, Morocco and 
Poland. 

The region must fight 
against social exclusion by 
ensuring it provides ade- 
quate housing and services. 

But Mr Picqu6 knows one 
of his biggest tasks is “mar- 
keting” the region abroad, 
attracting not only investors 
and business people, but 
tourists. 

Above aQ, after ninp years 
in the job, he still confronts 
the elusive goal of giving a 
city famous for its faceless 
bureaucrats an “image”. 

“We do have an image 
problem,” he admits, “which 
is not to say that we don't 
have attractions. People see 
Brussels as a business city 
and a decision-making cen- 
tre which is economically 
important. They see the 
pleasures of the city mainly 
in terms of its gastronomy. 

“Where we must make an 
effort is to sell our cultural 
life,” he adds. 

The Brussels 2000 project, 
when the city win be one of 
nine European Capitals of 
Culture, is vital to the 
region's promotional efforts. 

It will also be an Impor- 
tant test of the ability of the 
city’s two linguistic commu- 
nities - which run many of 
their cultural facilities sepa- 
rately - to organise a joint 
event that portrays Brussels 
in the best light, without 
damaging disputes. 

Such a test mirrors a 
broader one that the Brus- 
sels minister-president 
believes his country is going 
through. 

“1 think Belgium is under- 
going a test at the moment, 
and Brussels is at the heart 
of that test,” says Mr Picque. 

“It’s a bilingual region, 
and we have to show the 
capacity of Flemings and 
francophones to work 
together, against the back- 
ground of a cosmopolitan 
and multicultural city. 

“Even if it is a city where 
85 per cent of the population 
speaks French, it’s a city 
where those who try to deny 
its multicultural role make a 
colossal historical error. It’s 
Brussels' role to be a multi- 
cultural city." 
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PROPERTY* by Neil Buckley 


There is a quiet 
optimism in die 
market that 


Appropriately, for a city 
sometimes lampooned for 
the size of its bureaucrat 
population, .JBrussels has 
more office space per bead 
t fr>n any other European 


property market bee been 
struggling for several years. 
Now, however, there are 
signs of a recovery. Gross 
take-up of office space was 
more than 600,000m* last 
year V compared with the 
region's total office stock of 
about 10m m* - a new record. 


find well above the annual 
average of 30Q.Q0&40Q, 000m* 
of the early 1990s. , 

Property specialists cau- 
tion against premature cele- 
brations. More., than 


100,000m* of the total was 
accounted for by a single 


pre-let, of the famous star- 
shaped Berlaymont building 
by the European Commis- 
sion . 

The EU executive moved 
out of the building, which 
had become its symbol in 
1992, so that some 3,000 
tonnes of asfjestos to be 
stripped from .the ceilings of 
the 1968 structure. It is due 
to move back, in to the refit- 
ted building early in the 
next decade. 

Net take-up was only 
about 170,000m* last year, of 
which more than two- thir ds 
was accounted for by the let- 
ting of the new home of the 
European Parliament, the 
Espace Leopold. 

Availability remained 


E U underpins 



up the European Union presence. The property market to Bkely to benefit from the Eli's expa n si on 


stuck obstinately around the 
8 per cent mark. But Jpan- 
GLaude Vandecautef, general 
manager of the Brussels 
office of Knight Prank, 
believes his next half-year 
availability figures will show 
a fall for the first timr» in 
several years. 

“It will be nominal, but at 
least if it happens .it will be 
the first trend," he says-' 

Recession, high interest 
rates, and cutbacks in spend- 
ing by EU countries striding 
to meet the Maastricht crite- 
ria for membership of the 
single currency all made 
1998 to 1995, in the- wards of 
one property agent, “djjead- 
fuT years for lettings. . 


But there is quiet opti- 
mism in the market that 
things are set to improve. 

“There was really a very 
difficult period, but 1997 
picked up nicely, and 1998 
has been incredible so far," 
says Camille Caudron, direc- 
tor of lettings and sales at 
DTZ Debenham Winssinger. 

He adds that the elements 
are In place for a continued 
recovery: faster economic 
growth (forecast at 2.9 per 
cent for Belgium this year), 
falling unemployment, a rise 
in consumption in the final 
quarter of 1997, and lower 
interest rates. 

Demand in the coming 
years should also be under- 




AND THE EU • by Neil Buckley 


Moves to smooth 


cohabitation 


EU buildings in 
the city have 
been dogged by 
poor planning ' *■' 
and by disputes 

Soon after he arrived in 
Brussels, Erkki Liikanen. 
European commissi onar fear 
personnel, administration 
and . buildings, was taken by 
friends to see a film shot in 
the Quartier .Leopold - now 
Brussels’ "European quar- 
ter” - just after the second 
world war. It was a revela- 
tion. 

’• “I realised than that the 
war did not destroy the 
Quartier Leopold,” he says. 
“People did." . 

Visitors to Brussels often 
expect to see an elegant 
European Union quarter, 
Europe's equivalent of Wash- 
ington DC. They find instead 
a soulless, administrative 
district where drab office 
blocks have -..reiplaced the 
19th-century town houses, 
dotted wittbj cranes - and 
building sites and cris- 
scrossed by £?x-lane high- 
ways that make getting 
around on foot a potentially 
life- threatening activity. 

Despite the economic ben- 
efits the EU has brought to 
Brussels, integrating its 
Institutions into the city’s 
fabric has been dogged by 
poor planning. Insensitive 
development, and bickering. 
Typical is the dispute over 
parking spaces beneath the 
European Parliament's soar- 
ing, Slbn new headquarters, 
the Espace Leopold, which 
has become a symbol of EU 
excess, a n d , the . problems 
between the Union and - its 
adopted city; 

-i-Tn. autumn -19961, the Brus- 
sels environmental authority, 
barred parliament from 
using all ‘2,300 spaces 
henaath Its -.new home 
because to do so could grid- 
lode, surrounding streets for 
hrfbrp each day and asphyxi- 
afe the local population! It 
restricted parliament to 900 
spaces. ■ : 

.Toe dispipfe rumbled on 
for^monthsi^ielaying the 
phywwi .. AprHjt .i move into 
flia new complex lest year, 
nwi'l tha irf gntwg of the deflni- 
fift39r37-year*lease, worth- 
BJFcSZbn, on.fffe complex. 

Eventually /.The Brussels 
authorltlCT 'overruled the 
e&vix onmental institute's 
original findings, allowing 
parfiament to ns© up to 1300 
spaces, daily, and all 2300 in 
special circumstances, such 
as during am EU summit. 
Aiqoy. local Residents said 
that effectively gave pariia- 
nsent the green light to use 
the' foil car park whenever it 
cfeose. and was. yet another 
example of ah 32U institution 
■bring- allowed to bend the 

l_i.--.-v..-. 


hi feet, the car park dis- 
pute was only the latest In 
the troubled lb-year history 
of the parliament building. 

A.i9th-cen£uiy brewery, 
park land, and some of Brus- 
sels’ fines t old houses -.the 
heart of an artistic quarter 
that once boasted, sculptor 
Auguste Rodin among its 
residents - ware -razed to 
make room for it : 

The building project origi- 
nally disguised as an “inter- 
national congress; centre”, 
was an important part of. the 
tfrgn prime minister WHfried 
Martens’ strategy to ensure 
Brussels was chosen as^ per- 
manent home for all the EU 
institutions, including -the 
parliament - and to ward off 
a challenge from Strasbourg 
for the latter. r . 

But parliament; has_ not 
been alone in having prob- 
lems. The bulky pink granite 
Justus Lipsius building, 
home of the Council, of , Min- 
isters and nicknamed^ the 
“Kremlin" by one local min- 
ister, took so long to plan 
and. build that by the tfeie it 
opened in 1995, it .was 

I For the first 
time a 10-year 
property plan 
has been ) 
adopted 

already too small- It ; , was 
planned for 12 EU member 
states: by 1995. there . .were 
15. r* 

Last year,, the Council dis- 
covered that neighbouring 
land long eajanarked_for Its 
expansion : had been l-sold 
without its : knowledge to 
developers by the Belgian 
state - ironically as pirt of 
plans to reduce national-debt 
to meet the Maastricht crite- 
ria for monetary union. 

As for the European Com- 
mission, it famously had to 
move out . of the ;X-shaped 
Berlaymont building ;* for 
many people, the symbol of 
■ the EU - when it was found 
to be full of asbestos. • 
Annemaxie Renard-Beck- 
myn, deputy director of the 
Brussels-Europe Liaison 
office, an information rand 
- assistance point for mterna- 
tlonal officials and bodies 
»wnfng to. the city,, admits 
relations have not bee 11 ea3 ^- 
“Local people have had to 
deal with the concretisation 
of the European idea," she 
says. “People have had to 
leave their homes because 
the EU needs offices." 

Each side blames, the 
other. The EU institutions 
say the labyrinthine and the 

frequently-changing struc- 
ture of Belgian government 
meant they never. had- one 

dear partner to deal with on 

development’ and planning- 


Herv§ Has quin, Brussels 
regional minister for land 
management, blames the EU 
bodies for short-termism and 
Mure to- pocordihate amow£ 
themselves. V 

But both sides point to the 
fellure of European minis- 
ters to designate Brussels 
the. permanent home of the 
EU institutions until the 
Edinburgh summit of 1992, 
making long-term planning 
difficult 

Charles Plcqud. regional 
minister-president, says this, 
coppled with a diplomatic 
circumspection about Brus- 
sels’ European ambitions, 
led to an ad hoc approach to 
developme n t 

"The Belgian policy was 
always to say we are going 
to become European capital 
without making too many 
proclamations,” he says. 
“Such a low-profile approach 
has consequences, because 
you can't develop a 
long-term, coherent 
schema." 

Efforts are under way to 
regenerate the Quartier Leo- 
pold and create a European 
capital worthy of the name. 

Commissioner Liikanen 
has, for the first-time, 
adopted a 10-year property 
plan. 

This includes a switch to 
long-term leases on build- 
ings. a freeze on further 
expansion within the Leo- 
pold area, and a policy of 
constructing buildings In 
harmony with surroundings 
and efficient in their use of 
space. He is pushing the 
other EU institutions to fol- 
low suit 

Mr Liikanen and Mr Has- 
quin of the Brussels region 
have jointly launched an 
architectural competition to 
design a sender de I'Europe 
or pedestrian route linking 
the EU buildings. 

The Brussels region is also 
putting money into renovat- 
ing the area, and the Belgian 
state is providing funds, to 
help deal with the urban 
blight in the streets around 
the European Parliament 

The Berlaymont is sup- 
posed to be symbolic of the 
new approach. 

Officials insist it will 
emerge from tbe white sheet 
ing that has shrouded it for 
six years completely refitted 
and reclad as an elegant 
energy-saving and environ - 
mentally-friendly building. 

Some experts feel the ini- 
tiatives have come too late; 
too many residents have left 
the area, and attracting 
them and small businesses 
back will be difficult. 

, But as Jean-Claude Vande* 
cauter, head of the Brussels 
office of Knight Prank, says: 
-What is Important is that 
Mr Liikanen has managed to 
turn the engine. He has got 
everybody talking ." 


pinned by the European 
Union • the city's single big- 
gest tenant 

Even after moving back 
Into the Berlaymont to a few 
years' time, the European 
Commission has already 
projected it will need at least 
another 177300m* of space 
before 2005. 

Preparations to enlarge 
the Union from 15 to 21 
members are also likely to 
increase demand with, 
according to some estimates, 
each new country that joins 
the EU stimulating demand 
for up to 200,000m* of space. 

Another factor that could 
help the market is that, 
thanks to the efforts of Brkld 
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lobbying* by Emma Tucker 


Honeypot for presure groups 


Lobbyists regard 
it as essential 
to be near the 
decision-making 
process 

to 10,000 lobbyists have 
tnade Brussels their home, 
according to the Brussels 
Regional government - a fig- 
ure that Is hardly surprising 
given that the city is home 
to the European Union's 
principal institutions. 

The European Commis- 
sion, the Council of Minis- 
ters and above all the Euro- 
pean Parliament act as a 
honeypot to consultants, 
lawyers and lobbyists, who 
over the past 20 years, have 


Apart from the EU bodies, 
Brussels also houses the 
North Atlantic . Treaty 
Organisation, the Western 
European Union, the Cus- 
toms Co-operation Council, 
the General Secretariat of 
the Benelux Economic Union 
and Eurocontrol 

The result is a dispropor- 
tionately high number of 
international companies and 
organisations for a city 
which is very small, despite 
its political importance. 

On the lobbying side, the 
interests represented range 
from trades unions to 
employers’ organisations, 
and from agriculture to 
banking. Internationa] non- 
governmental organisations 
have proliferated, with Bel- 


^cognised the importance of glum tapping the league of 
Brussels as a place where countries in which these 


critical policy decisions are 
taken. 

As Elizabeth Cross! ck of 
Fresh fl e ld s, the British legal 
firm says: “While the phone 
and the rax work well, there 
is no substitute for being on 
the ground, close to the deci- 
sion -making process.” 


organisations have estab- 
lished secretariats. 

This flourishing industry 
bas grown alongside the 
gradual shifting of powers 
away from national govern- 
ments to the European 
Union. Industries in particu- 
lar want a presence in Brus- 


sels to influence the drawing 
up of EU laws - or directives 
- which could have an 
impact on their businesses. 

Many lobbyists start by 
seeking access to the Com- 
mission. responsible for writ- 
ing the draft laws, but most 
concentrate on the parlia- 
ment whose increased role 

in decision -making allOWS it 

to amend many proposals. 

Thus when the par liam ent 
recently began work on a 
draft directive for EU-wide 
rules on consumer goods 
guarantees it was besieged 
by lobbyists. 

These included Beuc, the 
European Consumers' 
Organisation, Eurocom- 
merce, the retailers' and 
wholesalers' lobby, plus 
industry associations of elec- 
tronic and white goods man- 
ufacturers. 

Hie Commission's role as 
Europe's chief competition 
watchdog, as well as the 
influence it has over trade 
matters, has encouraged 
lawyers and companies to 
send representatives to Brus- 
sels to find out how the 


Br; machine works. Swiss, 87 Italian, 49 Spanish, 
1 Brussels regional 39 Portuguese, 34 Canadian; 
auty says there bas 21 Finnish and 12 Norwe- 
explosion in the gian. 

muof offices represent- Big names Include Mobil 
ingipean regions. They Polymers, Mitsubishi Bank, 
esta footholds in order IBM, Bayer, Ericsson, Citi- 
to lifor the substantial- corp, ICI. 3M, and Eason 
regirunds distributed by Chemicals. ' 


the bean Commission. 

Foe companies and 
govetit authorities that 
are rented in Brussels 
there a host of consul- 
tancicit have recognised 
the inance of establish- 
ing bhes at the Euro- 
pean l 

Consnts and satellite 
bureaumy European and 
multinaal companies 
have almde the Belgian 
capital e to their Euro- 
pean hcuarters, enticed 
not on]> the EU institu- 
tions, biso by Brussels' 
central gaphic location. 

Foreigimpanies which 
have basheir European 
operatioi in Brussels 
include Sjs companies, 
433 French Dutch, 184 
British. 1 German, 146 
Swedish, Japanese, 73 


Brussels' attractions go 
beyond its role as Europe’* 
capital Rental prices for 
office space are extremely 
competitive. Out of nine 
European capitals including 
London, Paris. Frankfurt 
and Amsterdam, the Belgian 
capital, along with Madrid, 
has the lowest rental levels 
for prime office space. 

There are other attractions 
such as the high level of lan- 
guage proficiency among 
Belgians as well as impres- 
sive ski l ls and q ualificat ions. 
In addition, the Belgian gov- 
ernment has taken no 
chances and set up special 
tax regimes designed to lure 
company headquarters and 
subsidiaries of multination- 
als. 

The tax package was 
developed in the 1980s to 


Twavimisp Belgium's attrac- 
tiveness as a European cen- 
tre. Multinationals, for 
example, can cany oat a 
largo number of financial 
and other operations virtu- 
ally tax free. 

Subsidiaries of foreign 
companies and companies 
governed by Belgian law are 
recognised as co-ordination 
centres by the Belgian minis- 
try of finance. The privilege 
lasts for 10 years and Is 
renewable. 

Special tax arrangements 
also apply to distribution 
centres and call centres. 

Although these arrange- 
ments were originally given 
the blessing of the European 
C ommiss ion there are indi- 
cations that it wants to 
clamp down on such tax 
loopholes in an effort to iron 
ont tax distortions between 
member states. 

But even without such 
sweeteners, Brussels will 
still offer sufficient Induce- 
ments to companies, lawyers 
and lobbyists interested In 
keeping on top of European 
dedskm-making. 


TOURISM * by Derek Blyth 


A new dynamism 
to lure tourists 


The city has 
finally woken 
up to the fact 
that tourists 
bring in money 

Brussels is often said to lack 
an identity, but the truth is 
that it has too many 
different identities. 

It is seen by most tourists 
as a boring city where 
people go for business 
meetings rather than 
weekend breaks. The 
Brussels Convention Bureau 
has perfected the art of 
conference organisation, 
with the city now ranked 
second in Europe for 
meetings, behind Paris but 
ahead of London and 
Vienna. 

Yet Brussels has so far 
failed to persuade tourists to 
appreciate its charms. Only 
one in five overnight guests 
Is a tourist 

The large Brussels hotels 
can expect to achieve an 
occupancy rate of 70 per cent 
from Monday to Thursday, 
but many of their beds 
remain empty for the other 
three days. 

The quietest periods are, 
ironically, July and August 
when a room in Paris or 


Amsterdam can be 
impossible to find, but most 
of Brussels’ 12,000 hotel 
rooms are empty. 

Many of the big hotels 
quietly cut prices in an 
attempt to fill rooms, leading 
* to some of the best weekend 
deals in Europe. A double 
room at one of the city's top 
hotels is normally BFrt 4.000 
a night, but can drop to as 
low as BFrt ^00 at weekends. 

Some tourism experts see 
Brussels' problem as one of 
identity. Amsterdam bas 
canals, Munich has beer 
halls, but what is the symbol 
of Brussels? 

The oldest tourist sight in 
the city is the Manneken Pis, 
a bronze fountain of a young 
boy relieving himself in the 
street Travellers have been 
heading to the narrow Rue 
de lTStuve since the 15th 
century to admire the little 
fellow, who Is regularly 
kitted out in one of more 
than 600 costumes and 
occasionally primed to pour 
beer rather than mains 
water. 

Nearby souvenir shops do 
a roaring trade in Manneken 
Pis garden fountains, beer 
dispensers and corkscrews. 
But a dty that claims to be 
the Capita] of Europe cannot 
be marketed on the back of a 
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The only 5-siar hotel 
which com accommodate 
up to 350 delegates 

* The best panoramic views of Brussels 
• Award-winning gourmet cuisine 
• 5 minutes by taxi from the Eurostar and 
Thalys station 

The Hilton Meeting 2000 Service Centre 
guarantees reliable support by a dedicated 
Meeting Service Manager 

and state-of-the- art iljjti 

meeting facilities for 
conferences, meetings, Meeting 

presentations and training 2000 

se m i n ars. tk« total nitno «>*■« 

Brussels Hilton 

Boulevard de Waterloo, 38 - 1000 Brussels 
Call John on tel: 00 32 2/504.37.30 
Fax: 00 32 2/504.37.50 - http://www.hUtoii.com 


Market Access 

Europe 

European Puttie Affairs Consultants 

The Business of European Politics 


■ Political Communication 

• Pan-European Network 

• Pofitical Intelligence 

• Strategic Advice 

• PttteyAudHs 

Caroline Wunnerfich 
Managing Director 

Rue cT Arlan 50 
B-1000 Brussels 

Tel: +32 2 230 05 45 
Fax: +32 2 230 57 06 

E-mail: lnfo@gpcmae.com 


small boy peeing in the 
street. 

The city has been 
grappling with this identity 
problem since the early 
1950s, when it tried to 
transform itself from 
pleasant provincial town 
into cosmopolitan capital 

Thrusting local politicians 
came up with the idea of 
hosting a World Fair in 1958 
to bring the crowds to 
Brussels. The centrepiece 
was the Atomium, an 
enormous steel structure 
based on an iron atom, 
magnified several billion 
times. 

The Fair was a huge 
success. Visitors flocked to 
the Heysel site to admire 
Soviet Sputniks, American 
rodeo shows and futuristic 
buildings. 

The site of the Mr has- 
since been redeveloped as a 
tourist park called Bruparck 
which features the 
Atomium. a 26-screen 
cinema, the EU-sponsored 
Mini-Europe miniature 
village, a collection of mock, 
old Belgian taverns, and 
fast-food restaurants. 

The city’s museums have 
suffered for years from low 
government funding and 
staff shortages. But 
improvements have been 
made recently, most notably 
by Francis Van Noten, 
director of the Musee du 
Clnquantenaire, who has 
worked for the past five 
years to improve his 
collection. 

He has opened 50 new' 
rooms, relaunched the 
19th-century plaster cast 
workshop, and created a’ 
splendid treasury for the 
collection of medieval 
religious works. 

A cluster of 18th-century 
neoclassical buildings near 
Brussels' Royal Palace is 
also being transformed into 
what is virtually a museum 
district. The Museum of Fine 
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A markets ig plan hasoT drawn aimed at boosthg tourism 


Art is being joined a new 
museum of usical 
instruments locat in a 
19th-century art uveau 
building and an 
underground musei that 
incorporates the esvated 
remains of a mediev ducal 
palace. 

A new museum deted to 
the late King Baud in is 
also being created the 
neighbourhood. 

Brussels has now oken 
up to the fact that trism 
brings in money, dier 
Gosuin, regional to- is in 
minister, launched a trrist 
weekend earlier this unth 
aimed at persuading pple 
to visit some of the cits 80 
museums by offiing 
half-price entry. 

The Brussels tourist Gee, 
TIB. is adopting a ore 
aggressive markeng 
approach to sell the ity 
more effectively. A new -go 


has been launched featuring 
an open eye and the motto 
“Brussels: yours to 

discover". 

A city marketing plan was 
unveiled earlier this year to 
encourage "a new and 
positive way of looking at 
our city". Residents were 
urged to share with tourists 
the pleasures of living in 
Brussels, to put on a 
“welcoming smile” and to 
stop making cheap jokes at 
the expense of Brussels. 

The new dynamism is 
reflected in the decision to 
put Robert Palmer in charge 
of the programme for 
Brussels' year as cultural 
capital of Europe in 2000 (see 
Page 5). 

Brussels’ tourist office is 
also learning from other 
dties that a big exhibition 
can work wonders for a 
city’s image. 

The current Ren§ Magritte 


Business guide to IrusselS 


■ Brussels Raglan tttWte 
tttp^AwwJinDuitesirisnsLbe ; 
(DUteh/EngBEM^nctteenD^ . 
tnteuKOonal telephone code for - 
Belgium: 32 

Brussels restore! code: (0J2 

■ Carney: 

Belgian Franc 100 centimes = BF 1 1 
Exchange rate: . . 

BFr62 =s £1; 

BFr37 = $t (March 98) .-I... 

■ Business Hons 

Offices 09.00 - 17.30 (Mon-Frf) 
Shops 10.00 - 18.00 (Mon-Sal) 

Bafts 09.00 - 1&00 (Mon-fri) 

■ Business languages; French. 
Dutch, German, Engfch 

■ Drtvfaig Lfcaacm Werrafional and 


Brussels Tourist and Information 
Office Hoad de Vifle. Grand 7*2*. 
1000 Brussels Tet 513 89 40 Rax 
514 45 38 

■ UsoM addresses and nambeh 
Central Baric 

Banque Natforale de Belgique ? 
5 Bd de Berialmont 
1000 Brussels. 

Tel: 221.21 11 Foe 221 31 00 : 

■ Slock Exchange: 

Commission de la Bouse de 


Tet 422 51 11 for 422 51 12 
Ministry of the Bneasla-Capftal 


Foreign Investment Department ' " 
Rib du Champ da Mara 25, iQEtO' 


Tet 513 97 00 Fax. 511 52 55. 
■ FrtMhm and CoramnSoa 
Organisers: - 

Brussels fcrtemaflonal Trade Fair 
7 Parc das Expositions, 14ace.de '• 


Business Pbopto Services ' 

Bd -LScftmUt.il 9, 1040 Brussels 
Tet 743 82 M) ‘ 

■ Tta ns ti tt OBflBlBip wtiW gi 
Centre of TransteBJon Services Are 
Louise .43-45, 1050 Brussels 
Tet 537 22 75 
Bate. \ • • 

Aw Louise 305-310. 1050 Brussels 
Tel 649 01 75 • 


RELOCATION • by Michael Smith 


High score 
with foreign 


exhibition, celebrating the 
centenary of the birth of 
arguably Belgium's most 
famous artist, is b r inging 
eager crowds to the 
normally staid Musfie des 
Beaux-Arts. 

“We never expected such 
crowds.” said Eliane de 
Wilde, the museum's 
director, after 14,000 people 
had tramped through the 
normally hushed rooms in 
the first six days. 

The exhibition is 
accompanied by spin-offs 
such as surrealist tours of 
Brussels and the inevitable 
Magritte T-shirts. 

But the most original 
contribution bas come from 
a hotel chef who has put 
together two “surrealist 
menus” based on famous 
Magritte paintings. 

Maybe Brussels bas found 
its niche at last, as the 
surreal capital of Europe. 


The lure of a 
pan -European 
image was one of 
the attractions 
for Rubbermaid 

it 

Brissels beckoned when 
Rubbermaid, - the US 
consumer products 
company; decided to move 
its European headquarters 
from Luxembourg. 

The choice was not 
automatic - other capital 
cities including London and 
Paris were considered. And 
gjnra moving to Brussels 18 
months ago, -the company 
has had to tackle several 
problems, -including 
Belgium’s renowned red 
tape. 

None the less Rubbermaid 
says It -made’, the right 
decision . j “It- -was a good 
choice,” says Leon Power, a 
Rubbermaid vice-president 
whotheaded the relocation. 

Rubbermaid makes Little 
Tike toys, Graco baby 
products - and Curver home 
products. Long-established 
in the US, where it has 
11,000 employees, it has 
recently been buDding up Its 
presence in Europe where it 
employs 3.000 at sites in 
Poland, Hungary, France, 
SpaSn, : Luxembourg, 
Netherlands, the UK and 
Ireland. . 

The company chose 
Luxembourg for Its first 
European headquarters in 
1994 in part because it had a 
manufacturing plant there. 
Within two years it decided 
to switch. 

Transport facilities were 
one 1 irritant. “We wanted 
better infrastructure in 
terms of 'planes, trains and 
automobiles.’' says Mr 
Power. 

The company was also 
having difficulty recruiting 
the right people in 
Luxembourg for managerial 
and- financial jobs. The 
competition from the 
country's h anking sector 
was fierfae and driving up 
- Rubbermaid "s costs^— — 

This was a problem even 
when its European 
headquarters was just 
15-strong, but the difficulties 
were likely to worsen 
because of the company's 
expansion plans. In the past 
two .years it has tripled its 
European turnover, and will 
soon have a European 
headquarters staff of 50. 

Hie US group considered 
locations which included 
sites 'in Amsterdam, 
Fr ankf urt, Paris and London 
but rBrugsels ~had a head 
starT because 'the company 
was-jvarje of locating in one 
of jhe 3 large European 
countries^ 

"V$e dig not want to be 


seen as a US. French, 
German or UK company, 
says Mr Power. “We wanted 
to be pan*European. 

Brussels also appealed to the 

company because of the 
advantages it offers the 
spouses and families of 
employees. 

Plentiful supplies of lush 

quality accommodation 

helps. Finding work for 
employees' English-speaking 
partners is also easier than 
in many other capitals, hi 
Belgium the official 
languages are French. 
Flemish and German but 
English speakers can 
survive in Brussels using 
only their mother tongue. 

“If a spouse goes to Paris 
and does not speak French 
the chances of finding work 
are unlikely." says Mr 
Power. “Here there are many 
international companies and 
many hire people who just 
speak English." 

Brussels also scores 
because of the diversity of 
its education facilities, with 
schools catering for a variety 
of languages. “If we want to 
take staff from different 
locations in Europe - as we 
do - and they are married 
with children then their 
children can go to school 
with people of their own 
nationalities,” adds Mr 
Power. 

But Brussels also has its 
downsides. 

Rubbermaid is by no 
means alone in finding the 
Brussels bureaucracy 
frustrating to deal with. 

Even EU citizens 
relocating to Brussels 
complain -about the 
seemingly endless visits they 
have to pay to local 
government headquarters to 
register themselves, as they 
must when coming to live in 
Brussels. 

For non-EU citizens, 
including those from the US, 
it can be worse since they 
have to register before they 
arrive in the country and 
this can take up a lot of time 
and energy. “A couple of our 
-people relocating from the 
US have found it really 
difficult," says Mr Power. "It 
Is a hassle and a cost." 

Rubbermaid has also 
found crime an unexpected 
problem, another complaint 
among companies relocating 
to Brussels. “It Is fairly 
rampant,” says Mr Power. 
“Our employees have 
suffered pickpocketing and 
car theft” 

But, in general. Mr Power 
says Brussels bas more than 
matched Rubbermaid's 
expectations. “In terms of 
infrastructure - one- of the 
main reasons for coming 
here - we have got exactly 
what we wanted. We like it 
here. It's a great location." 
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GASTRONOMY • by Eva Kaluzynska 

Business 
booms after 
lean times 

interpretations of local 



Brussels prides itself on the quality and range of its restaurants 


BRUSSELS 2000 • by Emma Tucker 

Bid to drive out 
the grey image 


A new wave of 
inventiveness is 
drawing on such 
areas as Asia and 
the Middle East 

Eat at top chef Pierre 
Wynants' Brussels 
restaurant, and you get a 
taste of Belgium in more 
ways than one. The country 
boasts more Michelin stars 
per square kilometre than 
France. But the most 
revered three-star 
establishment of all, Comme 
Chez Sol is in a seedy area 
near the Gare du Midi 
Euroetar terminal. 

Mr Wynants, like most 
other high flyers in Brussels 
gastronomy, shows no 
interest in moving, 
expanding, diversifying into 
other areas of catering, 
going on TV, marketing 
gadgets or endorsing 
cook-and-serve dishes. 

A tubby man with a neat 
grey beard and scholarly 
glasses, Mr Wynants is a 
national treasure. To call 
this Belgian modest would 
be an understatement. 

It would appear that 
over-achieving was the only 
way to go after he left 
college at 15 with a letter 
saying he would never make 
it as a chef. That was when 
he started work with his 
father, in the restaurant 
founded by his grandfather. 

Comme Chez Soi is still a 
family business. It boasts a 
glossy Art Nouveau-style 
decor, though the most 
sought-after tables are in the 
kitchen. 

The four-course menu at 
BFr2.150 must be one of the 
best bargains in the 
gastronomic universe. The 
restaurant always offers 
seconds, and when Mr 
Wynants comes out to greet 
diners, he asks questions 
like: “C’Gtait suffisant?” (Did 
you get enough to eat?). 

Book well in advance to 
enjoy marvellous 


specialities but go elsewhere 
if you want a quiet evening 
because here the dining 
room Is cramped. 

Bruneau. Brussels' other 
Michelin three-star 
establishment, offers a 
cuisine of great distinction 
amid a somewhat bland 
luxury decor, on the edge of 
town. 

In the city centre, the 
Maison f du Cygne is 
outstanding for its 
combination of cuisine, 
decor, location and views 
over Brussels' magnificent 
Grand' Place. 

The Place du Grand 
Sablon is the biggest draw 
for chocolate-lovers, with 
two of the country’s finest 
makers. Marcolini and 
Wittamer, competing from 
opposite sides of the square. 

One of the city's finest fish 
restaurants, the discreet 
L'Ecailler du Palais Royal, is 
on the edge of Sablon. The 
other is at the Radisson SAS 
Hotel's Sea Grill. 

For visitors to Brussels on 
a less-than-lavish budget, the 
cobbled alleys around the 
Rue des Bouchers, just off 
the GrandTlace are alluring, 
but best avoided - diners can 
easily clock up a very large 
bill for very mediocre fare. 

Stick to those places the 
Bruxellois trust* La Taveme 
du Passage, Aux Armes de 
Bruxelles, Scheltema. 
L'Ogenblik, and Mr 
Wynants* favourite on 
evenings off. La Roue d- Or. 

So much for traditional 
values. Brussels Is also home 
to a generation of under-40 
rebels who escaped from the 
Belgian capital's temples of 
gastronomy. They could 
have spent their lives 
clocking up Michelin stars, 
but became bored and went 
downmarket 

The highly successful 
chain of Le Pain Quota dien 
bakeries/cafes launched by 
Alain Coumont - and 
exported as far afield as New 


York - is a product of this 
movement. 

He and sommelier Eric 
Boschman then opened Le 
Pain et Le Vin restaurant, a 
meeting-point for talents 
that have spun off 
throughout the city. 

Fred Nicolay worked there 
as chef before opening a 
string of the city's most 
provocatively attractive 
eateries. 

A big and brash character, 
Mr Nicolay has helped to 
breathe new life into the Rue 
Antoine Dansaert downtown 
area - Bonsoir Clara. Pa the 
Palace Cafe. Kasbah and 
Zebra Bar are among 
projects so far. 

The gastronomic 
establishment hates him f‘i 
think I served the editor of 
one of the big guides in 
shorts during a heatwave, 
•and he's never forgiven me." 
he explains) but the punters 
vote with their tastebuds 
and turn up in droves. 


Pierre Mendrowski divides 
his time between Le Pain et 
Le Vin and Bonsoir Clara, 
while French sommelier 
Philippe Emanuelil, formerly 
at Le Pain et Le Vin, has 
recently revamped an 
innovative wine bar at 
L’ Amadeus. Sommelier Eddy 
Dandrimont works with a 
Japanese chef who 
transposed his skills to 
French cuisine at Inada. 

As for the style of cuisine 
currently in favour. Mr 
Boschman has no regrets 
about the demise of nouvelle 
cuisine or, for that matter, 
old-style “a u then tics”. 

“There’s a new wave of 
inventiveness, drawing 
heavily on Asia, the Middle 
East and Italy for 
inspiration,” he says. 
“People want less artifice 
and better quality." 

Business throughout the 
restaurant trade is booming 
again, after some years of 
belt-tightening. 


“People going out are 
eating less, but better 
quality, and they're taking 
less time over meals. They're 
also drinking less. Part of 
the trade’s response is more 
fixed-price menus, many of 
them under BFrl.000 BF," 
says Georges-Francis 
Seingry, director of the 
influential restaurant guide. 
Guide Delta. 

Diners are also prepared to 
pay a premium for 
spectacular decor and 
atmosphere, a trend 
reflected in restaurants such 
as Majestic, La Manufacture, 
La Quincaillerie, and Les 
Salons de TAtalalde. 

Those seeking 

old-fashioned cooking can 
also indulge in gastronomic 
time-trips, in places like Au 
BrabancOn, where the 
79-year-old boss regularly 
does the the cooking herself. 
Try her Choesels au Madere. 
a traditional Brussels 
mixe d-meat stew. 


Brussels 2000 
project aims to 
bring together 
a fragmented 
culture 

Launching Brussels as a 
European City of Culture for 
the year 2000 was always 
going to be a challenge. But 
Robert Palmer, the man who 
masterminded Glasgow's 
extremely successful stint as 
a cultural capital in 1990. 
had not quite bargained for 
Brussels's peculiar demands. 

If it was one thing to take 
on a cold Scottish city, rid- 
dled with social deprivation, 
it was quite another to con- 
front the language, political 
and regional divides of the 
Belgian capital, not to men- 
tion the multitude of cul- 
tures * from wealthy Euro- 
crats to low-income 
Moroccans - that live side 
by side. 

"It has been a bit of a 
roller coaster ride so far," 
says the director general of 
the Brussels 2000 protect, sit- 
ting in a large office in what 
was once a department store 
behind the Grand’ Place. 

According to Mr Palmer, 
Brussels is one of Europe’s 
best kept cultural secrets. “It 
is a melting pot, very cultur- 
ally diverse,” he says. “But 
the cultural richness does 
not raise its head. It is 
largely ignored, both nation- 
ally and internationally." 

“The city also has a lack of 
confidence which manifests 
itself in negativity." he says. 
“It is easily characterised as 
the capital of Europe, but 
only in the bureaucratic 
sense.” 

Thus most people’s image 
of Brussels is shaped by the 
city’s role as home to the 
European Union's principal 
institutions • a grey, admin- 
istrative place that stamps 
on national traditions by 
dishing out unpopular laws. 

The official aim of the 
project, which designates 
Brussels as one of nine Euro- 
pean cities of culture for the 
year 2000. is to “develop a 
long-term, diversified cul- 


tural project for the city". 

Mr Palmer's ambition is 
for Brussels to emerge from 
the project as a city that sees 
itself as an important cul- 
tural rather than bureau- 
cratic centre, or a city living 
in the shadow of Paris and 
Amsterdam. 

He also wants Brussels to 
recognise its uniqueness as a 
European city that brings 
together so many extraordi- 
narily different cultures, not 
just from within Belgian 
society, but from other EU 
countries and further afield. 

"If there is a theme for 
Brussels 2000 it is to do with 
creating a real sense of what 
makes Brussels Brussels," 
says Mr Palmer. 

Three main avenues are 
planned to achieve this end. 
The first involves a rolling 
programme of events - exhi- 
bitions. street carnivals, and 
film festivals, covering a 
wide definition of culture 
that includes fashion and 
design. Many of the events 
will be localised, taking 
place in the 19 communes 
which make up the city. 

Several big events, mark- 
ing the run-up to Brussels 
2000, will start this year 
including the major Magritte 
retrospective that opened 
earlier this month, and an 
exhibition about Albert of 
Habsburg and Isabella, the 
daughter of Philip H of Spain 
which opens in September. 

The second main thrust is 
to improve the city's infra- 
structure by restoring old 
buildings, reconstruction 
projects and new construc- 
tions. Already more than 100 
projects are envisaged, sup- 
ported with either public or 
private funds. 

The plans range from a 
renovation of the Atomium. 
built originally for the 1958 
World Fair, to a face-lift for 
the lesser known Place Fla- 
gey. in the Ixelles commune, 
dominated by an impressive, 
but somewhat dilapidated 
1930s radio building. 

The third push involves 
creating a link between cul- 
ture and the economy - 
described by Mr Palmer as 
“the most difficult but most 


important" element of the 
overall project Here the idea 
is to use the arts as a cata- 
lyst for economic growth, by 
providing opportunities for 
young artists, encouraging 
entrepreneurial activities 
and involving schools and 
local organisations. 

If these ideas are to suc- 
ceed Brussels will have to 
overcome the fragmentation 
that characterises its cul- 
tural life today, where each 
community is left to do its 
own thing. 

The committee set up to 
oversee Brussels 2000 bas 
attempted to meet that chal- 
lenge head on. bringing 
together the language 
groups, political groups and 
the public and private sector 
under one umbrella, instead 
of allowing each to operate 
in isolation. 

It thus comprises 19 mem- 
bers representing no fewer 
than eight authorities - the 
City of Brussels, the federal 
government, the Dutch. 
French and German speak- 
ing communities, the Brus- 
sels region, and the French 
and Flemish committees of 
the Brussels region. 

“There is a danger of it 
being hijacked by factions.” 
says Mr P alm er, the only 
non-Belgian on the hoard. 

“I feel at the moment there 
Is a ritual dance around the 
fire but no-one has actually 
jumped into it yet," he says. 
“If one pushes too hard it 
forces the others to push too 
- that’s how the construction 
could end in chaos." 

But be is optimistic that 
the cultural integrity of the 
Brussels 2000 project will he 
preserved. 

“Much of what I am exper- 
iencing here is 20 years 
behind what it should be in 
relation to other cities - for 
example in city pl anning , 
where 4-5 different authori- 
ties have to argue over 
claims and where there is 
direct political interference," 
says Mr Palmer. 

“This is a city which if it 
doesn’t take action quickly, 
will find it difficult to keep 
abreast of cultural develop- 
ments in the 1990s." 
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